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EXTENSION OF THE EXPORT ADMINISTRATION ACT
OF 1969

TUESDAY, MARCH 1, 1977

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL RELATIONS,

Washington, D.C.
The committee met at 10:10 a.m., in room 2172, Rayburn House 

Office Building, Hon. Clement J. Zablocki, chairman, presiding.
Chairman ZABLOCKI. The committee will please come to order.
Mr. Secretary, as always you are most welcome. This is your first 

appearance before us as Secretary of State at a formal meeting of the 
committee, although we did have an informal session with you a month 
ago. May I again extend our best wishes and say that we look forward 
to a cooperative relationship as the Congress and the executive branch 
face foreign affairs issues in the months and years to come.

There are two major subjects on which we wish to hear your views 
today. One is the Middle East situation, especially a report of your 
recent visit and what new prospects there may be for moving toward 
a peace settlement there.

Second, the committee will be acting soon on the extension of the 
Export Administration Act. This important legislation has a number 
of significant features and these include provisions aimed at strength 
ening the United States policy against the Arab boycott of Israel and 
also restrictions against the export of nuclear materials without ade 
quate safeguards. I hope you will speak to these matters, Mr. Secretary.

I understand you have an opening statement, which we will follow 
with questions.

Mr. Secretary, if you will proceed, please.

STATEMENT OF HON. CYRUS R. VANCE, SECRETARY OF STATE

Secretary VANCE. Thank you very much, Mr. Chairman.
Let me first say that I look forward very much to working with this 

committee in a most cooperative way.
I do have a prepared statement which I will insert in the record. 

What I think might be more helpful is to start off with the Middle 
East rather than starting with the discussion of the antiboycott legis 
lation as does the prepared statement and then I will briefly summarize 
my testimony with respect to the antiboycott situation and then go into 
the nuclear aspects.

Chairman ZABLOCKI. Without objection, the prepared statement will 
be made a part of the record.

(l)



PURPOSES OF THE SECRETARY'S MIDDLE EAST TRIP

Secretary VANCE. With respect to my trip to the Middle East, as 
you know, the President asked me to travel to the Middle East in my 
first mission as the Secretary of State because he believed that the 
Middle East situation must be given high and early priority. My trip 
had several purposes:

First, to demonstrate that the President and I attach great impor 
tance to the achievement of a just and durable peace in that area and 
to the maintenance of close ties between the United States and each 
of the nations which I visited.

Second, the purpose of the trip was to meet leaders of those nations 
and to establish the personal relationships which are of such impor 
tance to a diplomacy of confidence and trust.

And, third, the purpose was to learn from those leaders and their 
' advisers their views so that we might try to define more clearly the 
areas of both agreement and disagreement and thus establish a base 
for our own diplomacy in the pursuit of peace.

I am satisfied that these three limited purposes were met. I must say 
that we face a long and difficult process with no assurance of success 

;but this has been a good beginning and we are determined to proceed.

AREAS OF GENERAL AGREEMENT

I was encouraged to find a" number of areas of general agreement 
• among the leaders with whom Imet.'

First, there is a common commitment to -working for peace so that 
in each of these countries they can turn their energies to bringing 
about the economic and social benefits of peace to their people. Each of 
the leaders with' whom I spoke referred to the crushing burden which 
their countries are bearing in terms of the purchase of weapons of war 
and stressed the need to eliminate that -burden so that they might meet 
the social and economic needs of their people. ' 

. Second, there is a consensus on the desirability of reconvening the 
Geneva Conference sometime during the second half of 1977, and in 
this connection each of the leaders indicated that they were prepared 
to discuss at that conference an overall settlement, not merely steps 
leading to an overall settlement.

Third, each agreed to attend such'a conference without precondi 
tions, assuming the resolution of disagreements on the procedural 
questions.

Fourth, each indicated they would like to see the United States play 
an active role in facilitating the-search for a peaceful settlement.

And each leader accepted an invitation to meet with President Carter 
during the next 3 months.

I believe that this is a base on which we can begin to build, but there 
' are complex procedural and substantive issues that will require imagi 
nation and flexibility from all of us.

. AREAS OF DISAGREEMENT

While there was general agreement on the core issues of the settle 
ment, there are strong differing views on how these issues should be 
resolved. These core issues are the nature of peaceful relations be-



tween Israel and her neighbors, the boundaries of peace, and third, the 
future of the Palestinians.

In addition, as you all know, there' is sharp disagreement over 
whether and how the PLO should be involved in a Geneva Conference. 
No one can promise success, but we are committed to a serious effort 
at helping the nations of the Middle East find a just and lasting solu 
tion to the conflicts and to the tensions that have plagued them and 
threatened the world for nearly three decades.

I can either now take questions on the Middle East or go on and 
cover the other parts, which ever you would prefer, sir.

Chairman ZABLOCKI. Mr. .Secretary, I think if you covered the other 
parts we can then ask questions'on both your trip and the boycott.

Secretary VANCE. All right.

EXPORT ADMINISTRATION ACT .

With respect to the boycott issue and the administration's position 
on the boycott issue, we favor renewal of the Export Administration 
Act of 1969 in order to provide specific legislative authority for the 
Secretary of Commerce to control exports for reasons of national 
security, foreign policy, and short supply.

A number of agencies will be submitting to your committee reports 
on title I of ,the bill to renew the Export Administration Act and I 
will talk briefly about title III after my comments on the antiboycott 
legislation.

PRINCIPLES FOR ANTIBOTCOTT LEGISLATION

On the question of the antiboycott legislation, let me summarize the 
principles on which we believe an approach to these problems should 
be based.

First, any foreign boycott-motivated discrimination against U.S. 
persons on the basis of religion, race or national origin should be 
explicity outlawed. Firms should be prohibited from responding to 
boycott-related questions for information on religion, race, or national 
origin.

Second, refusals by American firms to deal with any friendly foreign 
country, demonstrably related to a foreign boycott, should be pro 
hibited. So, in general, should refusal to deal with other U.S. firms.

Third, the prohibitions affecting U.S. firms should not in general 
apply to transactions of foreign subsidiaries of U.S. firms which in-' 
volve the commerce of the foreign country and not U.S. exports, but 
they should apply in cases in which any U.S. firm seeks to use foreign 
subsidiaries in a manner intended to circumvent the law.

Fourth, the new law should preempt provisions of State laws deal 
ing with foreign boycotts. This should be done in the interests of 
uniformity and to remove elements of confusion and uncertainty from 
the conduct of our foreign commerce.

Fifth, to enable an orderly transition to be made to the new legisla 
tive requirements some kind of a grandfather clause or grace period 
should be provided with regard to transactions under existing commit 
ments.

Sixth, the new law should substantially cut back the reporting 
requirements on U.S. firms. Many of the reports now required would 
not be needed in enforcing a new law. The benefits of maintaining



such information gathering regulations would be, in our view, dis 
proportionate to the burden on the individual firms.

And, seventh, all boycott reports submitted to Commerce should 
be publicly released. Only proprietary business information should 
be protected.

We recognize that the boycott issue stems at this time primarily 
from concerns about the Arab boycott of Israel. We believe that in 
cooperation with the Congress we can make progress on these issues 
without seriously impairing opportunities for foreign trade or inhibit 
ing our diplomacy in the Middle East, and we commit ourselves to 
cooperating with you to achieve this result.

NUCLEAR EXPORT CONTROLS

I will skip now, if I may, to the question of nuclear aspects of the 
Export Administration Act. By skipping I don't want to underestimate 
the importance of the language in the prepared statement, but I want 
to move through mv opening remarks as rapidly as possible so as to 
give you more time for questions.

Mr. Chairman, I believe you know the deep concern of the new ad 
ministration about the global spread of nuclear weapons, materials 
and the technology for producing them. I, in turn, know of the pio 
neer work of this committee over the past several years in examining 
the proliferation implications of our nuclear export policies.

You were among the earliest in Congress to recognize the iirgency 
of this difficult problem and your efforts have been pursued in a truly 
bipartisan fashion. The International Relations Committee has been 
a focal point for wideranging discussions of key nonproliferation 
issues, now that the legislative jurisdiction of the committee on this 
subject has been broadened considerably, the House Committee on 
International Relations will be the key committee in the House to 
consider the broad aspects of our nuclear export policies. That bodes 
well for our shared purpose of formulating a coherent nonprolifera 
tion policy.

As you know, the President has directed an urgent and comprehen 
sive review of the U.S. nuclear export and nonproliferation policy. 
We and other concerned agencies have been developing policy options 
on the entire range of proliferation issues which confront us, includ 
ing those dealt with in the proposed bill. In the course of these prepa 
rations we have been in direct touch with Members of Congress and 
intend to be in close consultation with you as we complete our work.

Our policy options will be submitted shortly to the President and 
I would expect decisions on them this month. On the basis of those 
decisions we will develop legislative recommendations by the end of 
this month regarding nuclear export and nonproliferation proposals.

We believe that this approach has significant advantages—it would 
clarify U.S. nonproliferation policy and provide a sound basis from 
which to insure U.S. leadership in the field.

Meanwhile, we suggest that the concerned congressional committees 
not enact legislation in the nonproliferation area before giving full 
consideration to the executive branch's recommendations. Certainly 
legislation will have to be workable not only from our standpoint 
but also from that of other nations, both recipient and supplier 
nations.



We think that it should encompass not only U.S. nuclear export 
criteria but incentives and effective disincentives for preventing pro 
liferation. In this regard the campaign statements of President Carter 
and the Presidential statement of October 28 issued by President Ford 
provide a strong bipartisan basis from which to proceed.

I might add that because of the overriding importance this adminis 
tration attaches to this issue we have centralized responsibility for 
our nuclear policy within the State Department in the Office of the 
Under Secretary for Security Assistance. This, I believe, will im 
prove the coherent formulation and implementation of our nuclear 
export policy.

Thank you, Mr. Chairman.
[The prepared statement of Hon. Cyrus Vance follows:]

PREPARED STATEMENT OF HON. CYRUS R. VANCE, SECRETARY OF STATE
This is my first, formal appearance before this committee. I hope and expect 

it will inaugurate a most fruitful relationship under your newly chosen and 
distinguished chairman.

I am pleased today to address the boycott issue and the administration's posi 
tion concerning proposed new antiboycott legislation.

We favor renewal of the Export Administration Act of 1969, in order to pro 
vide specific legislative authority for the Secretary of Commerce to control ex 
ports for reasons of national security, foreign policy, and short supply. A num 
ber of agencies will be submitting to your committee reports on title I of the 
bills to renew the Export Administration Act, and later in the morning, as agreed, 
I will talk briefly about title III, concerning nuclear exports.

Let me turn to the question of boycotts.
As the first representative of the new administration to address this issue 

before the Congress, let me say that we want to work closely with you on the 
problems that foreign boycotts present to American commerce and American 
firms, especially as they involve conduct that is contrary to commonly accepted 
American principles and standards. The President has often made clear his con 
cern, and I share his deep feelings on this issue. We deplore discrimination on 
the basis of race, religion, and national origin. We also oppose boycott practices 
requiring American firms not to deal with friendly countries or other American 
firms.

Let me summarize the principles on which we believe an approach to these 
problems should be based:

1. Any foreign boycott-motivated discrimination against U.S. persons on the 
basis of religion, race, or national origin should >be explicitly outlawed. Firms 
should be prohibited from responding to boycott-related requests for informa 
tion on religion, race, or national origin.

2. Refusals by American firms to deal with any friendly foreign country, 
demonstrably related to a foreign boycott, should be prohibited. So, in general, 
should refusals to deal with other U.S. firms. We believe that decisions as to 
what commerce U.S. firms may or may not have with other countries or with 
other U.S. firms should be made, consonant with American policy, by Americans 
and only Americans. This principle raises difficult questions about enforcement— 
turning on judgments about a company's intent when it does not do business with 
a friendly country or another company. We need to examine, both within the 
executive branch and in consultation with the Congress, how this principle 
can most effectively be expressed in legislation. We need to provide our com 
panies with clear and realistic guidance on how to conduct trade in boycott- 
related situations. We must consider for example, such difficult problems as 
whether an American company might be required to ship goods to a foreign 
country when it knew that these goods would be turned back or confiscated 
at the port of entry.

3. The prohibitions affecting U.S. firms should not, in general, apply to trans 
actions of foreign subsidiaries of U.S. firms which involve the commerce of a 
foreign country and not U.S. exports. But they should apply in cases in which 
any U.S. firm seeks to use foreign subsidiaries in a manner intended to circum 
vent the law.
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4. The new law should preempt provisions of State laws dealing with foreign 
boycotts. This should be done in the interests of uniformity and to remove ele 
ments of confusion and uncertainty from the conduct of our foreign commerce.

5. To enable an orderly transition to be made to the new legislative require 
ments, some kind of grandfather clause or grace period should be provided 
with regard to transactions under existing commitments.

6. The new law should substantially cut back the reporting requirements on 
U.S. firms. Many of the reports now required would not be needed in enforcing 
a new law. The benefits of maintaining such information gathering regulations 
would be disproportionate to the burden on individual firms.

7. All boycott reports submitted to Commerce should be publicly released. 
Only proprietary business information should be protected.

We recognize that this issue stems, at this time, primarily from concerns about 
the Arab boycott of Israel. We believe that, in cooperation with Congress, we 
can make progress on these issues without seriously impairing opportunities for 
foreign trade, or inhibiting our diplomacy in the Middle East. And we commit 
ourselves to cooperating with Congress to achieve this result.

We are strongly opposed to foreign boycotts directed against friendly coun 
tries. But we understand that states do exercise their sovereign rights to regu 
late their commerce, and to decide, if they wish, to refuse to deal with other 
nations or the firms of other nations. They have the right to control the source 
of their imports as well as the destination of their exports.

We view as a different matter, however, efforts by any foreign countries to 
influence decisions and activities of American firms in connection with any pri 
mary boycott of another country. Thus, secondary boycott practices of other 
countries can intrude seriously into the business practices of American firms 
engaged in U.S. commerce and can have the effect of using U.S. commerce to 
harm third countries with whom we are friends. I believe we will all agree that 
U.S. firms should not be required, by the decision of a foreign nation, to avoid 
commercial relations.with other friendly countries or with other U.S. firms.

One specific problem arising from foreign boycott practices has been the re 
quirement for use of negative certification (for example, certifications that goods 
do not originate in a given country, or are not produced by a firm blacklisted by 
another country or are not shipped on a blacklisted vessel). The members of 
this committee should be aware that diplomatic efforts and the efforts of the 
U.S. business community over many months have brought about some encouraging 
changes in this area of concern. I am happy to report that during my visit to 
Saudi Arabia, its leaders informed us that Saudi Arabia will accept positive cer 
tifications of origin. We are continuing our efforts to bring about further volun 
tary changes by foreign governments in this and other areas of intrusive boycott 
practices. .

We agree, Mr. Chairman, on the need to prohibit by law in absolute terms 
any discriminatory actions arising from foreign boycotts, based on race, religion, 
or national origin. Forthright diplomacy is another way to pursue our efforts, 
and we have found a forthcoming response. The Government of Saudi Arabia 
has very recently informed us again that its boycott "has no connection with 
or basis in matters of race or creed." When specific instances of discriminatory re 
quests have been reported in isolated instances, we have approached foreign 
governments and received assurances that discrimination was contrary to the 
policy of the government in question. We appreciate the responsiveness of the 
boycotting countries to our concern in seeking to remedy and avoid recurrence 
of any such discrimination, which all of us abhor. We will remain vigilant on this 
point.

My appearance here follows closely on my return from the Middle East. I 
believe it would be appropriate to talk for a moment about our Middle East policy 
as a whole, and about our hopes and our efforts for a peace settlement in the area.

President Carter asked me to travel to the Middle East, in my first mission 
abroad as Secretary of State, because he believes that the Middle East situation 
must be given very high and early priority.

My trip had several purposes.
To demonstrate the importance the President and I attach to the achievement 

of'a .iust and durable peace in the Middle East, and to the maintenance of close 
ties between the United States and the nations I visited.

To meet the leaders of those nations.and establish the personal relationships 
that are so important to a diplomacy of confidence and trust.



Ana to learn from them their views, so we might define more clearly areas of 
both agreement and disagreement, and establish a base for our own diplomacy 
in pursuit of peace.

I am satisfied that these purposes were met. We face a long and difficult proc 
ess, with no assurance of success. But .this has been a good beginning, and we 
are determined to proceed.

I was encouraged to find a number of areas of general agreement among the 
leaders I met:

There is a common commitment to working for peace, so that they may turn 
the energies of their governments to bringing the economic and social benefits 
of peace to their peoples.

There is a consensus on the desirability of reconvening the Geneva Confer 
ence sometime during the second half of 1977.

Each agreed to attend such a conference without preconditions, assuming the 
resolution of disagreements on procedural questions.

They would like to see the United States play an active role in facilitating the 
search for a settlement.

And each leader accepted an invitation to meet with President Carter during 
the next 3 months.

This is a base on which we can build. But there are complex procedural and 
substantive issues that will require imagination and flexibility from us all.

While there was general agreement on what the core issues of a settlement 
must be, there are strongly differing views on how these issues should be resolved. 
These core issues are the nature of peaceful relations between Israel and her 
neighbors; the boundaries of peace, and the future of the Palestinians.

In addition, there are sharp disagreements over whether and how the PLO 
should be involved in a Geneva Conference.

No one can promise success. But we are committed to a serious effort at helping 
the nations of the Middle East find a just and lasting solution to the conflicts 
and tensions that have plagued them and threatened the world for nearly three 
decades.

Given the inherent difficulty of this challenge, and the very high stakes we have 
in meeting it successfully, we believe we are bound to do what we can to en 
hance the chances of success by our handling of related issues.

I must also report that I did find concern in Arab capitals about the effects of 
legislation on commercial relations between the United States and those countries.

They also attach importance to good bilateral relations with the United States. 
Our shared economic and commercial interests are an important part of these 
relations. The magnitude of these interests is reflected in the latest statistics 

'on economic relations between the United States and Middle Eastern countries. 
-Over the past 4 years, the Middle East market for U.S. exports has doubled 
in importance (from about 5 percent of total U.S. exports to nearly 10 percent 
of this total). During this period, our exports to the Arab countries have nearly 
quadrupled, to a present level of $7 billion a year. Our current exports to Israel, 
and the Arab countries of the Middle East now total some $8.5 billion. U.S. oil 
imports from Arab countries now account for more than a third of total U.S. 
imports and more than 15 percent of total U.S. oil consumption. Reflows to the 
United States of petro-dollars in the form of investment from the Arab states are 
running some $10 billion a year.

I believe that a forthright but carefully considered policy emphasizing that 
U.S. legislation deals—as is entirely appropriate—with U.S. commerce and the 
activities of U.S. persons, will be understood by Arab leaders.

We have weighed carefully the risks to our important political and economic 
interests in the Middle East which attend further legislation directed at activities 
of U.S; firms related to foreign boycotts. We believe that carefully directed leg 
islation combined with diplomatic action can protect our interests. I want to 
emphasize our intention to maintain close and friendly relations with the coun 
tries of the Middle East.

There is much common ground between these principles of the administration 
and the objectives of the current proposals for new legislation.

This administration wants to work out with the Congress language for anti- 
boycott legislation on which we can both agree.

I also hope it will be possible, as these hearings proceed, for the various busi 
ness and other groups to reconcile their views on the provisions of some new 
legislation. In this respect I have received encouraging reports that the meetings 

.between, the Anti-Defamation League and the Business Roundtable have been
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constructive. A substantial meeting of minds by these representative groups on 
a set of principles on which legislation might be based will be a great help to us 
in our deliberations.

The other Cabinet members concerned and I would be happy to make available 
our experts to work with your committee staff to formulate new legislative lan 
guage on which we can agree. As issues are developed for decision, I will also 
be happy personally to consult further with the members of this committee.

Mr. Chairman, at this time I will turn to the provisions of the bills to renew 
the Export Administrtaion Act having to do with nuclear exports.

• I believe you know the deep concern of the new administration about the global 
spread of nuclear weapons materials and the technology for producing them.

I, in turn, know of the pioneer work of this committee over the past several 
years in examining the proliferation implications of our nuclear export policies. 
You \yere among the earliest in Congress to recognize the urgency of this difficult 
problem, and your efforts have been pursued in a truly bipartisan fashion. The 
International Relations Committee has been a focal point for wide-ranging dis 
cussions of the key nonproliferation issues, though in the past the legislative 
jurisdiction of the committee was narrowly defined to the issue of nuclear .ex 
ports. Now, appropriately, your legislative jurisdiction has been broadened con 
siderably, and the House Committee on International Relations will be the key 
committee in the House to consider the broad aspects of our nuclear export 
policies. That bodes well for our shared purpose of formulating a coherent non- 
proliferation policy.

As you know, the President has directed an urgent and comprehensive review 
of U.S. nuclear export and nonproliferation policies. We and other concerned 
agencies have been developing policy options on the entire range of proliferation
•issues confronting us, including those dealt with in the proposed bill. In the 
course of these preparations we have been in direct touch with Members of Con 
gress, and intend to be in close consultation with you as we complete our work. 
Our policy options will be submitted shortly to the President and I would expect 
decisions on them this month.

On the basis of those decisions, we will develop legislative recommendations 
by the end of this month regarding nuclear export and nonproliferation proposals. 
We believe this approach would have significant advantages. It would clarify 
U.S. nonproliferation policy, and provide a sound basis from which to assure 
U.S. leadership in this field. Meanwhile, we suggest that the concerned con 
gressional committees not enact legislation in the nonproliferation area before 
giving full consideration to the executive branch's recommendations.

Certainly legislation will have to be workable not only from our standpoint 
but also from that of other nations—both recipient and supplier nations. We 
think that it should encompass not only U.S. nuclear export criteria, but incen 
tives and effective disincentives for preventing proliferation. In this regard, 
the campaign statements of President Carter and the Presidential statement of 
October 28 by President Ford provide a strong bipartisan basis from which 
to proceed.

I might add that, because of the overriding importance this administration 
attaches to this issue, we have centralized responsibility for our nuclear policy 
within the State Department in the office of the Under Secretary for Security 
Assistance. This will, I believe, improve the coherent formulation and implemen 
tation of our nuclear export policy.

Chairman ZABLOCKI. Thank you, Mr. Secretary.
As yon know, the committee operates under the 5-minute rule. I 

hope the members will abide by that rule.
The Chair will try to set an example by limiting his questions to 

5 minutes and that can be possible, Mr. Secretary, if you will make 
your replies brief.

[Laughter.]
Secretary VANCE. I will try to do so, sir.

PALESTINIAN REPRESENTATION

Chairman ZABLOCKI. Mr. Secretary, what progress did you make on 
your trip in dealing with what I believe is the basic issue, the problem
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of Palestinian representation ? Was there any progress in the Pales 
tinian representation at any peace conference? For example, what is 
your assessment of President Sadat's suggestion that there be a joint 
Palestinian effort ? Is that a useful recommendation and could it form 
the basis for breaking the logj am ?

Secretary VANCE. Mr. Chairman, there are basically two questions. 
One is the question which relates to the PLO and the other is the 
question of the resolution of the Palestinian problem in general.

As to the first, I cannot say that any progress at all was made during 
my trip. There is a wide divergence of views between the parties with 
respect to this question and nothing that happened on my trip indi 
cated that those differences were any narrower after the trip than 
before.

With respect to the long-range question of the Palestinians, all of 
the parties agreed that this was one of the core elements of a final 
settlement and of a just and lasting peace, and all agreed also that 
it must be one of the main subjects of discussion at a Geneva 
Conference.

EIGHT OF ISRAEL TO EXIST

Chairman ZABLOCKI. It was reported that the Palestinian General 
Conference may change its charter provisions regarding the right of 
Israel to exist. Are you optimistic that at the spring meeting this will 
indeed occur ?

Secretary VANCE. I think that this would be a very helpful step 
forward. As to whether this will come out of the meeting which is to 
be held in March in Cairo, I just simply don't know. The most recent 
indications coming from a spokesman for the PLO would indicate that 
that does not look very promising at this time.

STATE DEPARTMENT AMENDMENTS TO H.K. 1561

Chairman ZABLOCKI. Mr. Secretary, yesterday before the Senate Sub 
committee on International Finance and again today in your testimony 
you seem to suggest that the committee should put aside the considera 
tion of H.R. 1561 and consider new legislation which the Department 
of State would draft.

I must be very frank with you, Mr. Secretary. I doubt that the 
committee would be willing to put aside a bill that it has worked on 
for more than a year, but we would be most willing to consider amend 
ments to the draft legislation.

So, my question is, does the Department plan to send up in the imme 
diate future draft amendments to H.R. 1561 or is it your intention to 
send a bill of your own ?

Secretary VANCE. After our session yesterday with the Senate Bank 
ing Committee we considered further this question, and as I indicated 
at the end of my testimony yesterday, we are prepared to do it either 
way. It appears to be the preference of the Congress to do the task 
by amending existing legislation and we are prepared on our side 
to work with you to that end. We think it can be done that way.

We thought it might have been preferable to do it the other way, 
but we certainly have the same common objective as the Congress and, 
therefore, we are prepared to work with you and your staff to develop 
language in the form of amendments which would accomplish the 
purposes which we think need to be accomplished.
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MUTUAL SECURITY TREATT WITH ISRAEL

Chairman ZABLOCKI. If I may ask one final question at this time, 
Mr. Secretary. Since the mid-1940's all U.S. Presidents have made 
commitments to Israel as to that nation's security. What would be the 
advantages of a formal mutual security treaty agreement? Is such a 
formal treaty advisable ?

• Secretary VANCE. Well, this is a question which would have to be 
ultimately decided by the Congress of the United States. If there is 
a final solution, which we all pray there will be, one of the elements 
which might be raised is the question of guarantees for such a treaty. 
I would expect if the guarantee issue arises it would come up in that 
fashion.

Chairman ZABLOCKI. Are there any initiatives being taken on the 
part of the Department toward that end ?

Secretary VANCE. Not at this point, sir, no.
Chairman ZABLOCKI. Thank you, Mr. Secretary.
Mr. Broomfield.
Mr. BROOMFIELD. Thank you, Mr. Chairman.
Mr. Secretary, I want to compliment you on your successful Middle 

East trip.
CYPRUS PROBLEM

I would like to ask you a question regarding the Cyprus problem 
which is certainly of great concern to this committee.

Has the Clifford mission to the area given us any reason for opti 
mism, and do you see.a real possibility of progress in the Cyprus 
negotiations later this year ? I don't think I have to tell you that our 
status of force agreements with Greece and Turkey might suffer in 
Congress if there is no movement as far as Cyprus is concerned.

Secretary VANCE. Mr. Clifford returns tonight and I will either 
meet with him tonight or tomorrow morning to get his firsthand 
report. In the meantime I have received cables from him during this 
trip and I have also discussed the Cyprus question with the Secretary 
General of the United Nations during his 2-day visit to Washington.

There are encouraging signs in that the parties have met on two 
occasions. During their meetings there was more flexibility than had 
existed before. There is still, however, a long and difficult road ahead 
in my judgment.

The Vienna conferences which are conducted under the good aus 
pices'of the Secretary General will be resuming and the parties will 
be meeting there. The Secretary General believes that there is a basis 
for optimism with respect to progress, but I would say that one would 
have to look at it very cautiously because we all know what a difficult 
and thorny problem this is and how hard it is to make progress in 
this field. I certainly hope and pray that they will make progress.

CIA PAYMENTS TO KING HUSSEIN

. Mrl BROOMFIELD. Mr. Secretary, with respect to your trip, many 
of us are interested in the reaction of King Hussein when you talked 
to him at that particular time when it was reported in the American 
press that he had received money from the CIA. What reaction did
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he have and what do you feel this has done to the chances for peace 
in the Middle East?

. Secretary VANCE. Mr. Broomfield, I would prefer not to comment 
on any individual cases. I have previously indicated my views over the 
weekend with respect to this whole general question, but I don't think 
it is appropriate to comment on any individual cases.

JOINT CONGRESSIONAL COMMITTEE ON INTELLIGENCE

Mr. BROOMFIELD. Would you comment insofar as your attitude on 
intelligence is concerned ? Do you feel that the Murphy Commission's 
recommendation for a joint intelligence committee of the House and 
Senate should be passed in order to provide Congress with a more 
concentrated oversight mechanism that would insure greater protec 
tion of sensitive material ?

Secretary VANCE. I think it should be studied very carefully by 
the Congress and I think this is a decision the Congress itself is going 
to have to make. I personally believe that is the sensible approach, 
but it is a decision the Congress is going to have to make.

ARAB VIEWS ON ANTIBOYCOTT LEGISLATION

Mr. BROOMFIELD. With your visits to the other Arab countries, did 
they all agree on the antiboycott legislation? In other words, as I 
understand it, the Saudis apparently agreed something should be 
done. Did other Arab nations have the same attitude?

Secretary VANCE. The views which I reported yesterday in my 
testimony and again today in the written testimony which will be 
included in the record, generally reflect the views of the various Arab 
countries and leaders with whom we met.

COMMITTEE RULES

Chairman ZABLOCKI.' The committee now will proceed under the 
rule of 2 to 1.

Mr. Roserithal.
Mr. ROSENTHAL. Thank you, Mr. Chairman.
Mr. Secretary
Mr. WOLFF. Mr. Chairman, point of order.
Chairman ZABLOCKI. Mr. Wolff.
Mr. WOLFF. Is it not the rule of this committee that the people 

who are present at the beginning of the meeting take precedence? I 
don't want to interfere with Mr. Roserit/hal, but——

Chairman ZABLOCKI. Mr. Rosehthal was here prior to the beginning 
of the meeting.

Mr. ROSENTHAL. Mr. Secretary, let me join the distinguished chair 
man in welcoming you to'the committee and compliment you on the 
successful efforts you have had in continuing the dialog with all of 
the countries in the Middle East.

RECOMMENDATIONS ON ANTIBOTCOTT PROVISION

Could you tell us, Mr. Secretary, what specific objections you have 
and/or what specific recommendations you would make to improve

87-231—77———2
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the Bingham bill which is essentially the same as the one that the 
informal conferees of the House and Senate agreed upon?

Secretary VANCE. Yes, I would be very happy to.
First, let me say that we find large areas of agreement between our 

views and those expressed in H.K. 1561. There are, however, a variety 
of points on which we believe there should be a different approach, 
and let me outline them for you.

First, with respect to the question of matters which deal with 
primary boycotts and which we believe should not be included in 
the bill or which raise questions. In section 4A(a) (2) (A) (i) the 
bill provides a basic primary boycott exception that permits com 
pliance with the primary boycott of goods but does not deal with 
the question of services which we think should be covered.

Second, in section 11(2) the bill prohibits compliance with the 
primary boycott of U.S. incorporated companies which in fact may 
be Israeli-owned enterprises, and we think that should be taken 
care of.

Next with respect to section 4A(l)(c), the use of the word 
"nationality" raises questions which seem to be going to a primary 
boycott rather than a secondary boycott. As you know, the main 
thrust of the principles which we have enunciated is that we should 
be seeking to deal with the secondary and tertiary boycotts and not 
the primary boycott.

Mr. ROSENTHAL. So far we are in pretty good agreement. I am 
delighted that you should continue this way. [Laughter.]

Secretary VANCE. Next under section 4(A) (a) (1) (A) and (B) — 
the refrain from dealing section—the prohibition is ambiguous and 
may be so broad as to interfere with transactions which would be 
permissible under the Bechtel antitrust consent decree. We think that 
that is not a sensible kind of a situation to permit to exist.

Next in section 4(A) (a) (1) (E), which prohibits supplying of 
information, we have questions on the limits the bill might set and 
think that the bill goes too far. It could limit supply of information 
which might be of normal commercial use such as when you are sell 
ing a tractor, whether it has such and such an engine. The reason 
buyers would want to know whether it had such and such an engine 
would be to decide whether they have the capability to service .it 
within their country. There are so many kinds of things.

Mr. ROSENTHAL. So far no problem. When are you going to get to 
the hard problem ?

Secretary VANCE. Next on the reporting requirements which are 
set forth in 4A(a) (4) (b) (2), these appear, in our judgment, to 
exceed those which are required for enforcement and we think that 
this is wrong and unnecessary. I think this is one where you probably 
will disagree.

Mr. ROSENTHAL, No, no.
Secretary VANCE. Next on extraterritoriality.
Mr. ROSENTHAL. This we disagree on.
Secretary VANCE. Yes, I know we disagree on this one.
Mr. ROSENTHAL. Hopefully my time will run out. [Laughter.]
We will have to work on this extraterritoriality problem because if 

you give license to American affiliates overseas to complv with the Arab 
boycott you run the risk of losing jobs to those countries. Other coun 
tries are waiting for the lead of the United States. The findings of a
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blue ribbon Canadian commission will be in evidence. The Swedish 
Parliament has held hearings on the boycott and a bill is pending. 
The French Chamber of Deputies already has passed a boycott law. 
•I am sure we will reach some kind of agreement once the Department 
understands the implications of the issue.

Secretary VANCE. I believe we can work it out. We have some real 
problems with the way it is written but I think it will be possible to 
reach agreement.

Chairman ZABLOCKI. I don't think ,we have the time now to work it 
out, though. [Laughter.]

The time of the gentleman has expired.
The gentleman from New York. Mr. Wolff.
Mr. WOLFF. Thank you, Mr. Chairman.
Mr. Secretary, I, too, want to congratulate you on your successful 

journey.
I can as well understand your reluctance to reply fully to the ques 

tion that was put by Mr. Broomfield. However, I should like to put 
this in a policy vein rather than in an individual case.

CIA PAYMENTS TO FOREIGN COUNTRIES

Were you before your trip made aware of any payments to any for 
eign countries by the CIA ?

Secretary VANCE. I heard of the situation which was raised in the 
press on my visit to Amman almost immediately before I left on my 
trip to the Middle East.

Mr. WOLFF. Have you been made aware of any other payments that 
are made to any other countries ? I am not asking you for the names 
of the countries but are there any other payments that are made to 
heads of state or to other countries by the CIA ? The reason I ask this 
question is the fact that there might be a definite impact upon foreign 
policy considerations in the future.

Secretary VANCE. This is a matter that I really would prefer to go 
into in closed session rather than in open session.

MIDDLE EAST SETTLEMENT

Mr. WOLFF. You have indicated, Mr. Secretary, that there is gen 
eral agreement upon an overall settlement as an ob]ective.

Secretary VANCE. Yes, sir.
Mr. WOLFF. When I visited with President Sadat he indicated that 

it would take a generation for full relations to be consummated with 
Israel, that certain individual steps would be taken; however, full re 
lations would require a long period of time.

Now, that is not in consonnance with the idea of an overall settle 
ment on an almost immediate basis.

Secretary VANCE. Let me respond by saying that there is a difference 
between the parties as to the definition of peace which is the first of the 
three core elements. They are peace, the question of territories and, 
third, the resolution of the Palestinian question.

As the Arab countries view peace, it is the end of a state of belliger 
ency. Their view is that diplomatic recognition, trade, and those other 
matters would develop at perhaps a different pace between different 
countries and Israel after the end of a state of belligerency. Israel, on
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the other hand, believes that a state of peace should be defined to mean 
normal relations across the board between all of the countries so that 
there is a difference. But they are all prepared to come and to discuss 
their differences with respect to the definition of peace at a Geneva 
meeting.

Mr. WOLFF. What is our definition of peace? In other words, what 
I am looking for, is do we really have a policy in the Middle East as 
yet, a defined policy as to what we look for in the way of objectives 
other than just the word "peace" ?

Secretary VANCE. Yes. We are in the process of developing our views 
on each of these items and we will then work with the parties to try 
and bring them together. I really don't think it would be constructive 
at this point for me to try and lay out any plan overall.

Chairman ZABLOCKI. The time of the gentleman has expired.
Mr. Findley.

CONTROLLING NUCLEAR EXPORTS AND PROLIFERATION

Mr. FINDLET. Mr. Secretary, your comment about nuclear prolifera 
tion causes me some concern. As the chairman indicated, we have 
.worked for about a year on the question on this topic and I am fear 
ful that the Department of State may try to placate the interests of 
the domestic manufacturers of reprocessing technology. I don't think, 
however, that there is any possible way to reconcile, in this particular 
instance, those interests with the broader interests of the Nation.
• I hope that, you will come forward with support for language 
which will bring about a hold on the export not only of U.S. tech 
nology which escalates the risk of proliferation but that you will also 
make an effort to enlist the cooperation of the other major exporting 
states. In that connection, you may find some reassurance from the 
fact that last November at WilliamsbuTg the North Atlantic 
Assembly, the NATO Parliamentarians, adopted by about a 3 to 1 
vote, or perhaps 4 to 1 vote, a resolution which called on all NATO 
states—which includes all of the states inclined to export this type 
of equipment—to agree to defer for the present such exports.

I think the climate is ripe for good, strong U.S. leadership to halt 
the process of exporting dangerous nuclear technology. I hope that 
we can provide that leadership.

Secretary VANCE. May I comment on that?
Mr. FIN'DLE'T. Yes.
Secretary VANCE. I think the position of the President is very 

clear on this and I have expressed myself a number of times on this 
subject. Both of us are deeply concerned about the spread of sensitive 
nuclear technology both in the reprocessing arid enrichment fields 
and both of us have stated many times that we feel that the United 
States has a deep responsibility to take leadership in this area.

This is one of the most important items that I think we have to deal 
with on our agenda. We have been working intensively on this. We 
will complete our studies on March 8 and it will then take us prob 
ably 2 or 3 weeks to reach the decisions, but at that point we will
•have them and we will then come with recommendations which we 
think you will find constructive. 

Mr. FINDLET. Good. There is a strong note of urgency involved.
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EXTRACTION OF MINERALS FROM OCCUPIED LANDS

Mr. Secretary, recently I saw a memorandum which emanated 
from the legal office of the Secretary of State indicating that the ex 
traction of minerals from occupied lands is against international law. 
Was this the topic of discussion during your Middle Eastern trip?

Secretary VANCE. Yes, sir, it was. It was discussed with both the 
Israelis and with the Egyptians.

Mr. FINDLEY. Can you give us any background on that?
Secretary VANCE. Yes. As you know, there has been a dispute be 

tween the Israelis and the Egyptians with respect to the extraction of 
oil from the Gulf of Suez and this has been an explosive issue between 
the two. We have been trying to assist in containing that situation and 
in that process we went into the legal aspects of the problem. Both of 
the parties have received our written legal opinion and they know 
our views on this issue. Our views are, we believe, correct and con 
sonant with international law.

Mr. FINDLEY. I congratulate you for that initiative.
Thank you, Mr. Chairman.
Chairman ZABLOCKI. The gentleman from New York, Mr. Solarz.
Mr. SOLARZ. Thank you, Mr. Chairman.
Mr. Secretary, do I understand that it is your position that you 

would support effective prohibitions on the boycott ?
Secretary VANCE. Yes, sir.
Chairman ZABLOCKI. I am very sorry, Mr. Solarz. Mr. Bingham was 

here.
Mr. SOLARZ. I knew it was too much to hope for.
Chairman ZABLOCKI. The gentleman from New York, Mr. Bingham.
Mr. BINGHAM. Thank you, Mr. Chairman.
First of all, Mr. Secretary, I say that it really is a great pleasure 

to have you here in refreshing contrast to some of the occasions of 
the past.

Your approach to the problem of the Middle East strikes me as being 
immensely wise and I would particularly like to say how delighted I 
was at. your emphasis on the PLO and its nonacceptance of the State 
of Israel as being one of the core problems.

H.K. 1561

On the subject of H.E. 1561 on title I, I do look forward to having 
the suggestions from the administration on that. As you know, we 
worked quite hard witlh the preceding administration to try to develop 
improvements in the administration of the Export Administration 
Act.

Most of what appears in this title reflects the suggestions of the 
preceding administration and of businesses who were concerned about 
delays and so on. I think this is an area where truly we ought to be able 
to work with amendments coming from the administration.

The same thing is true with title II, and I will come back to that in a 
minute.

But with respect to title III, I just would like to say that I believe 
we should drop that title for the time being and work on comprehensive 
legislation. I was enormously impressed with your Mr. Nye and the
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outline of what he has been doing and what he is thinking and I think 
we do need comprehensive legislation in that field. Although title III 
was an excellent beginning last year, I don't think it is adequate for 
this year and I think in this case we should drop what we have and 
start over with fresh legislation.

Again, on title II, I think that your position represents an enormous 
advance over that of the preceding administration and I am very en 
couraged by your responses to Mr. Rosenthal's questions.

We do have, as you realize, I am sure, a lot of momentum behind 
these provisions. There has been a change in the business attitude. You 
refer in your statement to the negotiations going on between the B'nai 
B'rith and the Business Koundtable and I understand that they have 
arrived at substantial agreement and that is enormously helpful.

FURNISHING OF BOYCOTT-RELATED INFORMATION

I see some gaps in the presentation that you made about what needs 
to be in an act perhaps not as serious as they would seem because of 
your responses to Mr. Eosenthal, but let me ask just one question in 
that regard. You don't seem in your outline to include a prohibition of 
those acts by businesses which amount to cooperation with the boycott 
making the boycott possible. In other words, those actions by businesses 
in which the Arab boycott turns to American business as in an effort 
to implement the boycott, to use business to make the boycott possible, 
and that has to do primarily with the furnishing of information to the 
Arab countries which if it is not prohibited allows them to continue 
to boycott even if you prohibit the kind of acts which you outline in 
your statement should be prohibited.

Secretary VANCE. Could I comment on that ?
Mr. BINGHAM. Please.
Secretary VANCE. I think this is a question of what information you 

are talking about and this is one of the things we want to talk to the 
members of this committee and the staff about.

There are certainly certain kinds of information which clearly, I 
think, are improper and offensive. On the other hand, there is normal 
business information which I think clearly is not of that character. 
I think we ought to be able to work out what is proper and what is not 
proper and so I don't see this to be the problem that apparently you 
do.

Mr. BINGHAM. Well, that is fine. In your outline you did not indi 
cate that there would be any prohibition of furnishing of information 
that might be directly related to the boycott.

Secretary VANCE. Well, if you are dealing with the question, if it 
may slop over into the question of the primary boycott, I think we. 
could have differences of opinion.

Mr. BINGHAM. No; I am not talking about primary boycott. I am 
talking strictly secondary boycott. That is, for example, that a com 
pany should be asked to provide information as to what business it 
carries on with Israel. If that is not prohibited, then it seems to me 
any other steps you take to prohibit the boycott are going to be of no 
use because the Arabs can then operate the boycott unilaterally based 
on that information.

Chairman ZABLOCKI. The time of the gentleman has expired. Mr. 
Solarz is very anxious as it is coming out of his time.
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The time of the gentleman has expired.
Just a quick reply.
Secretary VANCE. With respect to that particular question, that is 

one that I tend to agree with you on, but I would like to think more 
about it before I finally respond.

Chairman ZABLOCKI. Mr. Solarz.
Mr. SOLARZ'. Thank you very much, Mr. Chairman.
Mr. Secretary, if I can just follow up on that, leaving aside the 

specific language, as a matter of principle, would you support a pro 
hibition against providing information to a boycotting country with 
respect to a business relationship which an American corporation may 
have with the boycotting country—in other words, prohibiting an 
American firm from letting the Arab countries know whether or not 
it has any business dealings in Israel or with Israel—as a precondi 
tion for doing business with the Arab country ?

Secretary VANCE. It seems to me that is the same question that Mr. 
Bingham just asked, and the answer on that is I would tend to agree 
with you, but I would like to think it through fully before I give 
you a definitive answer.

Mr. SOLARZ. In the report of the Subcommittee on Oversight which 
took a very comprehensive look into the Arab boycott, the sub 
committee indicated there were a number of boycott requests which 
attempted to elicit information with respect to the eleemosynary 
activities of officers of the American corporation which sought to do 
business in the Arab country. The requests were intended to find out 
if they were making contributions to the United Jewish Appeal for 
the purchase of Israel bonds and that sort of thing. Would you support 
a prohibition against divulging information concerning the eleemo 
synary activities ?

Secretary VANCE. Yes. I think that has nothing to do with commer 
cial transactions,

CERTIFICATES OF ORIGIN

Mr. SOLARZ. Would you also support a prohibition against negative 
certificates of origin ?

Secretary VANCE. Yes. As I indicated yesterday before the Senate 
committee, I favor positive certificates of origin and I think the Arab 
countries are prepared to accept them.

Mr. SOLARZ. Let me just say, Mr. Secretary, as someone who has dealt 
actively in this legislation together with several of my colleagues on 
the committee, I think you have gone a long way toward the position 
which I think we had developed last year and I think the remaining 
differences are very narrow.

Secretary VANCE. I agree.

PALESTINIAN REPRESENTATION

Mr. SOLARZ. To get to the Middle East, specifically in the course of 
your discussions with the various Arab leaders, did you find that they 
were continuing to insist on the implementation of the Rabat decision 
in which the PLO has been designated as the spokesman for the Pal 
estinian people in terms of representation at the Geneva conference? 
In other words, did they all take the position that the PLO would be 
represented?
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Secretary VANCE. They all continued to abide by that decision. .
Mr. SOLARZ. Did they indicate that the PLO would have to be in 

vited as a separate delegation or was there a willingness to accept the 
PLO as part of a larger delegation ?

Secretary VANCE. There were differing views among the Arab 
nations.

Mr. SOLARZ. Do you think it would be appropriate ?
Secretary VANCE. No.

RETURN OF OCCUPIED TERRITORIES

Mr. SOLARZ. Did you find with any Arab leaders with whom you 
spoke a willingness within the framework of the final agreement to 
permit Israel to retain any of the occupied territories or did they 
just say Israel would have to return the Sinai, the West .Bank, and 
Gaza, and go to what was the 1967 borders ?

Secretary VANCE. The only thing they indicated that might be ac 
ceptable from their standpoint would be minor border rectifications.

Mr. SOLARZ. In the Sinai, Golan ?
Secretary VANCE. No, the West Bank.
Mr. SOLARZ. What about Gaza ? .
Secretary VANCE. On Gaza the answer is "no."

U.S. COMMITMENT TO ISRAEL

Mr. SOLARZ. Mr. Secretary, I think during the course of your trip it 
was announced that we had decided to cancel the bombs to Israel.

Secretary VANCE. That is correct.
Mr. SOLARZ. As you know, I am sure, any settlement involves a de 

gree of risk to the Israelis, given the fact that any territorial extenua 
tions they make will put them from a military point of view in a less 
favorable position—should war break out—than where they are now.

To what extent do you think that cancellation of a sale that a prior 
administration had .agreed to significantly impairs the confidence of 
the Israelis in the future commitments of our Government—which it 
seems to me will be a very important part of an agreement ?

Secretary VANCE. I do not think that that decision significantly im 
paired that confidence. . 
., Chairman ZABLOCKI. The time of the gentleman has.expired.

The gentleman from Ohio, Mr. Whalen.
Mr. WHALEN. Thank you very much.

CERTIFICATES OF ORIGIN

Mr. Secretary, I think you have indicated that the Saudi leaders 
seem to be willing to accept positive certifications of origin showing a 
greater degree of flexibility on their part. 
. Secretary VANCE. Yes, sir. ...

Mr. WHALEN. Are there any other Arab governments prepared to 
do this, to.your knowledge? . • . . . . _ •

Secretary VANCE. .Yes, sir, others indicated that they would be.simi-. 
larly prepared. ,. ...

Mr. WHALEN. What other voluntary changes by foreign govern-.' 
ments in their boycott practices do you consider desirable or feasible 
that may alleviate this problem ?
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Secretary VANCE. I think the position which the Saudis have taken; 
namely, that they are hot seeking in any way to boycott persons be 
cause of race or religion, and their public statement to that effect has 
'been a very constructive step.

BOYCOTT RELATED REPORTING REQUIREMENTS

Mr. "WHALEN. Mr. Secretary, in your statement you also indicated 
, the desirability of eliminating certain reports on the part of business 
men. Could you be more specific? What reports, for example, might 
be eliminated ?

Secretary VANCE. I cannot give you a list of all of the reports, but 
I have talked to enough businessmen and I have talked to the people 
in the administering departments. They say that they are absolutely 
swamped with reports tliat take an incredible amount of time both to 
prepare and to file and to review and everybody seems to be of a com 
mon mind that more is being reported than needs to be reported to 
properly enforce the act.

Mr. WHALEN. These are reports to our own Government to which we 
are referring.

Secretary VANCE. Yes.

. EXTRATERRITORIAL APPLICATION OF ANTIBOYCOTT POLICY

Mr. WHALEN. Getting back to this extraterritoriality question, I 
think the third principle that you enunciated after the underlining 
'part, you made this additional statement: "But they should apply in 
'cases in which'any U.S. firm seeks to use'foreign subsidiaries in a man 
ner intended to circumvent the law."

How do we define that or how can we enforce that? Isn't that going 
to be difficult?

Secretary VANCE. Well, it may be diffcult. On the other hand, if 
U.S. commerce is really involved and the foreign subsidiary of the 
'U.S. company is merely 'a conduit to avoid or to attempt to avoid the
•application of the law to U.S. commerce, then it seems to me that that 
kind of a situation should come within the prohibition of the law and 
should be prohibited as improper conduct.

Mr. WHALEN. I would agree with that in principle. My concern is
•the enforcing of it, the investigating of it in an effort to determine 
'whether or not this act;——

Secretary VANCE. That gets to the question of intent, and this can 
be one of the most difficult parts of administering this legislation.

Mr. WHALEN. Yes, I would agree.
Thank you very much, Mr. Chairman. 

_ Chairman ZABLOCKI. Thank you for yielding back half a minute.
• The gentlewoman from New jersey, Mrs. Meyner. 

Mrs. MEYNER. I thank you, Mr. .Chairman.

ROLE OF THE UNITED NATIONS IN REACHING A MIDDLE EAST SETTLEMENT

Mr. Secretary, I wonder, have you had. a chance to give any thought 
to using to a greater, degree the good offices of the "United Nations in 
.helping to bring about an eventual peaceful solution in the Mideast ? 
I know that one Mideast expert has recently proposed a new U.N. 
Security Council resolution as a method of resolving the problem of
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mutual recognition and President Sarkis of Lebanon suggested that a 
.peacekeeping force in southern Lebanon might be helpful.

Have you considered putting forth any Mideast proposals in the 
Security Council, especially during Ambassador Young's term as 
President of the Security Council ?

Secretary VANCE. Let me take the two different questions—I guess 
there are three questions actually.

Yes, we have considered how we can best work with the United 
Nations on a. continuing basis .with respect to the solution of the 
Middle East problem. It is going to take the best efforts, the best 
brains, and the good will of everybody if we are ever going to achieve 
a settlement. We have kept very closely in touch with the Secretary 
General. I met with the Secretary General before he went on his trip 
to the Middle East.

Before I left on the Middle East trip he kindly sent bock one of his 
deputies to brief me. When I got back he came down here and spent 
2 days with the President and with me. We discussed the Middle East 
and how to proceed at considerable length on both days and we are 
working very closely together in this area.

I think he and I both share the view that you cannot negotiate a 
peace settlement, however, in the Security Council. That simply is not 
the body in which you can do it. In a sense, the Geneva Conference .is 
an aspect of the United Nations so that we have a tie with the United 
Nations. We and the Soviet Union are Cochairmen of the Conference.

With respect to the question of a force in Cyprus as has been—— 
; Mrs. MEYNER. No, southern Lebanon. :

Secretary VANCE. Southern Lebanon rather. As has been suggested 
by some people recently, I think that this is up to the Lebanese and if 
they really feel that this would be useful, then they should raise this 
in the United Nations and we would have an open mind.

GENEVA CONFERENCE

Mrs. MEYNER. Just one final question, Mr. Secretary. Do I gather 
from your statement and our conversation today that you feel the 
next step in the Middle East will be the Geneva Conference?

Secretary VANCE. Yes.
Mrs. METNER. The giant step.
Secretary VANCE. The first thing we have to do is to resolve the pro 

cedural questions which are necessary to get the parties to a Geneva 
Conference. That is a huge task because it involves the whole question 
of recognition of the PLO and how that question is going to be 
resolved.

Mrs. MEYNER. Thank you, Mr. Secretary.
Secretary VANCE. Thank you.
Chairman ZABLOCKI. The gentleman from Massachusetts, Mr. 

Studds.
Mr. STUDDS. Thank you, Mr. Chairman.

CARTER ADMINISTRATION'S CONDUCT OF FOREIGN AFFAIRS

Mr. Secretary, you have taken some of the fun out of my life because 
I have spent my first 4 years in Congress being continuously and 
almost without exception appalled at almost every statement uttered
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by the Department of State and almost every action taken and I have 
to say to you that I just think that the tone at least in the first 2 months 

.has been one of—1 would almost say maturity as a nation and of 
security in the really important psychological sense. 

. As far as I know in these 2 months neither you nor any ranking 
official of the administration has appeared in the garb of a cheer 
leader and announced to the world that we are No. 1, and I think that 
really does reflect the genuine, as I say, security of those whose strength 
is such that boasting is not psychologically necessary and I think that 
that bodes very well for this country that we have at long last 
reached that stage of maturity and I just want to express my appre 
ciation and I think that of a great many peope for that.

Secretary VANCE. Thank you.
Mr. STUDDS. We are talking seriously about arms reduction. We are 

even dealing seriously with those who think it is outrageous to put 
in charge of reduction talks someone who actually favors arms reduc 
tion and I want to congratulate you and the administration for stick 
ing by your guns, what would otherwise have been considered sheer 
heresy.

I am also further disappointed. I thank you for at least my own 
experiences with the officials in your Department on matters of con 
cern to me in these 2 months. I would like to tell you that I think your 
Deputy Assistant for Ocean Affairs, Kozanne Eidgway, has done an 
absolutely superb job in conducting her statutory obligation to re 
negotiate fisheries agreements with countries around the world. There 
has been some dissatisfaction, as I am sure you know, with the text 
of some of the agreements.

I want to thank your Assistant Secretary behind you, Doug Bennet, 
for assisting and expediting the situations with Canada in the last few 
weeks which was absolutely critical.

If I go on much further, I will not recognize myself. I trust you 
can find something that we can disagree on with hostility before very 
long so that we will feel at home again.

UNITED STATES-CANADA BOUNDARY DISPUTES

May I ask you, sir, whether you have any feeling at all of the status 
of the outstanding boundary dispute between the United States and 
Canada in the George Bank area of the northwest Atlantic ? I under 
stand those negotiations have pretty much reached a standstill.

Secretary VANCE. I think we have, as I recall it, resolved on a 
temporary basis all of the issues. We have not negotiated the final 
treaty, but we declared the principles under which it is to be negotiated 
and we have some 9 months or so within which we have to complete 
those negotiations.

Mr. STUDDS. As I gather, we have reached an agreement as to the 
pending resolution.

Secretary VANCE. Yes.
Mr. STUDDS. I just wanted to flag that to your personal attention. 

That is not only a fisheries issue, but it may also involve hydrocarbons. 
I suppose that is not of much concern to oil companies, it is theirs no 
matter from what country they leave it, but it is of interest to the 
United States and Canada.
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DEEP SEA MINING

We.-had opportunity in another committee to question Ambassador 
Richardson just prior to his leaving for Geneva.

Have you reached any position yet on the desirability of legislation 
of any kind in this Congress with respect to deep sea mining? 
. Secretary VANCE. We have not come yet to a final position on how 
we would expect to try and resolve that problem. It is probably the 
knottiest of all of the problems that we are dealing with in the Law 
of the Sea Conference and we still have that under study.

Mr. STUDDS. I just wanted to say that a member of this and another 
committee with jurisdiction wants to make.sure what you feel would 
be most helpful with respect to our law of the sea.

Secretary VANCE. My own feeling is that no action by the Congress 
would be helpful at this point.

Mr. STTJDDS. That puts you in a very enviable position given the 
'nature of the institution. [Laughter.]

Thank you.
Chairman ZABIXXJKI. The time of the gentleman has expired.
The Chair wants to say I was deeply impressed with the observa 

tion the gentleman from Massachusetts has made. Let's not carry this 
love feast too far. Had I known that you were going to make,such an

-observation,'we would have made arrangements for appropriate back 
ground music. .[Laughter.] 

Mr. Lagomarsino. 
Mr. LAGOMARSINO. Thank you, Mr. Chairman.

GENEVA CONFERENCE

Mr. Secretary, you said that it is contemplated the Soviet Union 
and the United States would act as cpchairmen of a Geneva conference; 
is that correct ?

Secretary VANCE. They are cochairmen.
Mr. LAGOMARSINO. So then that would be the pattern for any future 

Geneva conference on the Middle East ?
Secretary VANCE. Yes. . . .
Mr. LAGOMARSINO. ,Is that agreed tp.by all of the parties ?
Secretary VANCE. Yes; the .parties accepted that at the original 

meeting. . .
Mr. LAGOMARSINO. There has been no discussion or controversy about 

that particular arrangement? . . .
Secretary VANCE. No. not to my knowledge.
Mr. LAGOMARSINO. You indicated, I believe, that the next settle 

ment, if there is one, which would come about through a Geneva con 
ference would hopefully be an overall settlement of all of the various 
disputes in this dispute between the parties; is that correct?

Secretary VANCE. That is correct. That is the objective of all the 
parties. . . . . .

Mr. LAGOMARSINO. .Now, would that rule out the. possibility, of some
• kind of boundary adjustments or boundary changes, for example, in 
the Golan Heights?. ....

' Secretary VANCE. In :the interim before" a final settlement ? 
Mr. LAGOMARSINO. Yes.



23.

Secretary VANCE. That would be up to the parties and whatever they 
negotiate when they get to Geneva. The thrust of what they have been, 
saying, however, is that they are prepared to try and solve the whole 
problem rather than trying to do it on a step-by-step basis.

Mr. LAGOMARSINO. Which would make sense.
Secretary VANCE. It does.
Mr. LAGOMARSINO. I would hope that that would not preclude any 

agreements that they might be able to make in the meantime.
Secretary VANCE. I don't think it does in any way.

LEGISLATION ON NUCLEAR EXPORT CONTROLS

Mr. LAGOMARSINO. Mr. Secretary, I agree with many of your state 
ments on the nuclear export part of the Export Administration Act. 
However, I am somewhat concerned about what might happen if we 
were to follow your advice, namely, that we take no action at this time. 
I think that what the committee did last year was a major accom 
plishment and it was not nearly as easy as perhaps a lot of people sit 
ting on the outside thought. We had some very major arguments with 
in the House itself, some major floor fights with -regard to this, and I 
hope that we don't make this issue too complicated and too comprehen 
sive so that we are not even able to do what we were able to do last 
year. I know you share that view and I would only urge that the De 
partment get on with this as fast as possible so that we can take action 
and at least do what we did last year.

Secretary VANCE. Yes, sir, we want to move as far as we possibly can.
Mr, LAGOMARSINO. Thank you.
Chairman ZABLOCKI. The gentleman from Ohio, Mr. Pease.
Mr. PEASE. Thank you very much, Mr. Chairman.
Mr. Secretary, I have not been here long enough to have the same 

reactions as Mr. Studds and I won't extend my accolades for as long as 
he did, but as a freshman member I just want to express my gratitude 
for the willingness and even eagerness of yourself and your associates 
to appear before even small groups of freshmen Congressmen to ex 
plain your positions and to keep us fully informed.

REDUCTION IN U.S. ARMS SHIPMENTS TO THE MIDDLE EAST

I am pleased that President Carter has shown a desire to slow down 
the tide of arms shipments to nations all around the world and I am 
interested in knowing whether on your trip to the Middle East, in 
talking with the heads of Middle Eastern nations, you found them to 
be agreeable or at least understanding, as to our desire to cut down 
arms shipments into that area.

Secretary VANCE. Yes. I did discuss it with each of the leaders. They 
are fully understanding of that objective and indeed they say there is 
nothing they would like more than to have that be possible. They say 
however, until the political situation is resolved they don't see how that 
that can be done. Therefore, you are faced with a dilemma that they 
agree in principle but, as a matter of fact, they just don't see it being 
accomplished while there is no peace.

Mr. PEASE. Mr. Secretary, does the administration intend to press 
its own policy regardless of that attitude on the part of the. Middle 
Eastern heads of state ?
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Secretary VANCE. Well, we have set forth three criteria for dealing 
with requests for arms shipments.

The first criterion is, are the arms required for the security of the 
country involved?

Second, will the delivery of those arms to the receiving country upset 
the critical arms balance in the Middle East ?

Third, will the delivery of those arms be an action which is con 
sonant with the search for a peaceful solution in the Middle East ?

Those are the criteria that we try to apply.
Mr. PEASE. One more question, Mr. Chairman.

ROLE OF THE SOVIET UNION IN A MIDDLE EAST SETTLEMENT

Mr. Secretary, how do you view and how do the Middle Eastern 
nations view the commitment of the Soviet Union to be of assistance 
in seeking a settlement in the Middle East ?

Secretary VANCE. The Soviets have said that they take seriously 
their obligations as a cochairman to bring about a peaceful solution 
of the Middle East problem and I am prepared to accept that at face 
value. We have kept in touch with the Soviets about the Middle East 
and our desire .to move forward to a peace conference as promptly as is 
possible. They have said that they share that view, and I am pleased to 
accept that.

Mr. PEASE. Thank you, Mr. Chairman.
Chairman ZABLOOKI. Mr. Danielson of California.
Mr. DANIELSON. Thank you, Mr. Chairman.

UNIFIED POSITION AT A GENEVA CONFERENCE

Mr. Secretary, in the Middle East, and apropos of the Geneva Con- 
ference^ do you feel that the Arab states will present a united, common, 
posture at the conference and, if so, do you think that the PLO and 
the Palestinians will go along with it ?

Secretary VANCE. I didn't, get the last part of it. Let me answer the 
part that I did hear and then if you would ask the question again about 
the PLO. Yes, I think the Arab States will present a unified point of 
view and position.

Mr. DANIELSON. Stipulating that they do, do you believe that the 
PLO and other Palestinian organized groups would go along with that 
position ?

Secretary VANCE. I don't know.
Mr. DANIELSON. Thank you very much.
Chairman ZABLOCKI. Mr. Oilman, the gentleman from New York.
Mr. OILMAN. Thank you, Mr. Chairman.
Mr. Secretary, I join my colleagues in welcoming you to our com 

mittee and welcoming you back from your recent mission.

RESOLUTION OF OBSTACLES TO MIDDLE EAST SETTLEMENT

Assuming that the parties do agree to a Geneva Conference, and we 
hope eventually they arrive at such an agreement, there are some major 
obstacles to a resolution of the issues at that conference. Having re 
cently conferred with some of the leaders in that part of the world, 
what do you see as the final resolution of such questions as assuring
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secure borders for Israel, the settlement of the question of the occupied 
territories, the status of Jerusalem, the Arab recognition of the State 
of Israel and the peaceful relationships between Israel and her neigh-, 
bors ? Do you have any proposals ? Did you find any common ground 
of agreement in meeting with some of. the leaders of these other 
nations?

Secretary VANCE. There is some common ground among the Arabs 
with respect to the issues which you described. There are also differ 
ences of views with respect to some of the matters which you describe. 
There is no unified view among the Arabs at this point with respect 
to how the Palestinian question should be settled. There are also differ r 
ent alternatives which are being discussed—some talk of confederation, 
some talk of federation and some talk of a confederation which would 
involve, if there were to Ibe a Palestinian state, a confederation with 
Jordan. The others talk about .a confederation which would include 
Syria as well, and so there are.many differences which still exist among 
them on these various questions. .

With respect to the question of boundaries, there are, of course, very 
sharp differences between Israel and its Arab neighbors as to how 
those various problems would be resolved. These are the kinds of things 
that are going to have to be negotiated at the. meeting by bargain 
ing among the parties. The United States willdo what it can to help 
facilitate that process but .this is really.an issue which they must 
determine.

Mr. GILMAN. Do you see an erosion of the present national positions 
as compared to where they were, say, a year ago? Have there been 
any accommodations ?

Secretary VANCE. Well, I think the fact that .we found common 
ground on the items which I noted at the beginning is some indication 
that there is a desire on the part of all to try and find a peaceful 
solution. I think they really are deeply serious when they say they 
must find some way to move to peace and get off their backs this 
crushing arms burden because they all have very serious economic 
problems and without peace, it is not going to be possible to deal 
with those problems. I think that their recognition of this situation 
in and of itself is of major importance. I am not minimizing the 
substantive differences and the procedural differences that exist, but 
I do think there is a basic desire to try and move toward peace.

DISCRIMINATORY ASPECTS OF ARAB BOYCOTT

Mr. GrLMAN. Mr. Secretary, in your statement with regard to the 
boycott legislation, on page 10 you stated that "The Government of 
Saudi Arabia has recently informed us again that its boycott 'has 
no connection with or basis in matters of race or creed'."

I am frank to say that I don't quite understand that premise. It 
was my interpretation that the Arab boycott is a discriminatory prac 
tice. Could you elaborate a little more about that position ?

Secretary VANCE. Their position as they state it quite simply is that 
their boycott of Israel does not have to do with race or religion. What 
it does have to do with is differences they have with respect, to Israel 
over occupied lands which they contend are Arab lands, over the ques-
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tion of Jerusalem and on other matters like that. They say it has notn- 
ing to do with the question of race or religion. 

. Chairman ZABLOCKI. The time of the gentleman has expired.
Mr. Yatron from Pennsylvania.
Mr. YATRON. Thank you, Mr. Chairman.
Mr. Secretary, I would like to say ditto to all of the nice things 

that have been said about you here today.

OTHER BOYCOTTS

I would like to know if there are any other boycotts besides the 
Arab boycott of Israel which would be affected by this legislation.

Secretary VANCE. We have a primary boycott of Cuba but this legis 
lation would not affect that. In effect, we also do not do business with 
North Korea, or with Vietnam. Also, as you know, we deny access to 
U.S. bunkering facilities to ships of third countries which call at 
ports in Vietnam. The implications of this legislation for these prac 
tices is something that will have to be studied very closely by the 
lawyers.. • • • • - ' . '

There are provisions in our AID legislation which also affect as 
sistance to other countries which deal with these countries,' with which 
we do not have relations. I do not think, however, that our foreign 
assistance program would be directly affected by any prohibitions 
in the kind of legislation which we are talking about.

ANTTBOYCOTT ACTIONS BY OTHER COUNTRIES

Mr. YATRON. I understand that Canada has taken administrative 
action to deny export financing to companies that participate in the 
foreign boycott and I have heard that various European governments 
are.moving to establish strong antiboycott policies.

Now, could you provide us with the details, what policies and 
which countries ? . •

Secretary VANCE. Can I supplv that for the record and answer you 
generally in the affirmative. I think there are quite a few countries 
that have strongly stated antiboycott policies; for example, Canada, 
Great Britain, Norway, and West Germany. In general however, these 
countries permit their companies, in fact, to go ahead and make their 
own decisions on whether or not to comply with foreign boycott re 
quests or requirements.

[The information supplied for the record follows:]
Based on most current information, only the United States and Canada appear 

to have taken concrete measures to discourage compliance by firms with foreign 
boycott practices. -The Government of Canada recently has moved to withdraw 
its support from commercial transactions which involve boycott compliance. 
Such official support also will be withdrawn from Canadian transactions which 
involve compliance with religious, racial or other discrimination against individ 
uals. Absent a need for Canadian government assistance (e.g., export financing), 
Canadian firms are still left free to make their own decisions.

As for other countries, Netherlands Ministry of Justice instructions prohibit 
notaries from certifying declarations of religion for use in visa applications^; 
these instructions do not prohibit notary certification of nondiscriminatory 
responses to boycott requests or requirements. In France, a draft omnibus eco 
nomic and financial bill containing several riders related to boycotts of Israel, 
South Africa, and Bhodesla was approved by the French National Assembly and 
sent to the French Senate last November. It is not clear at this time what, if any,
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final action will be taken by France on those riders. In Sweden,, the boycott issue 
has been discussed in the Kiksdag but no formal -legislative proposal is under 
active consideration at this time.

Mr. YATRON. Thank you, Mr. Secretary.
Chairman ZABLOCKI. Mr. Beilenson.
Mr. BEILENSON. No questions.
Chairman ZABLOOKI. Mr: Bedell.
Mr. BEDELL. Yes.
Mr. Secretary, I as a new member of the committee, I would also like 

to echo the remarks that have been made here. I felt like cheering when 
President Carter made the statement to the effect that we would con 
duct ourselves as citizens of'the world using the same standards of 
morality that we would use in conducting ourselves here at home and 
I am most hopeful as I see your performance here that we can expect 
that type of conduct from our State Department. Indeed, I am very 
much encouraged.

Secretary VANCE. Thank you, sir.

ROLE OF. THE DEPARTMENT OF AGRICULTURE IN EXPORT CONTROLS ON 
AGRICULTURAL PRODUCTS

Mr. BEDELL. As a member of the Agriculture Committee we were
very shocked in the last session to find that an embargo was placed

' upon our exports of grain to Poland in effect by the-Secretary of State
and the President without even the knowledge of the Department of
Agriculture.

Being from an agricultural area I am most hopeful that the Depart 
ment of Agriculture which has the knowledge of these matters would 
have the-primary say in regard to items of this kind.

Can I have any assurance from you that you will not interfere in 
regard to our agricultural policy and particularly as it might affect 
shipments of grain to foreign countries ?

Secretary VANCE. In all of those kinds of cases there has been, in 
the period we have been here, the closest cooperation. The President 
has made it very clear that he expects that kind of cooperation and, 
where there are intersecting concerns among various Departments, he 
wants those worked out between the Departments. If there is any dif 
ference then they are to be brought to him for resolution.

Mr. BEDELL. So at least the Agriculture Department, I can be 
assured, will know what is happening.

Secretary VANCE. They will indeed.
Mr. BEDELL. They will- have a say in what is happening?
Secretary VANCE. They certainly will.

LIMITATION ON ARMS SHIPMENTS

Mr. BEDELL. My final question, we have talked about-the limitations 
of our arms shipments and many of us are concerned. One of the great 
concerns I have is that we are coming to where we depend more and 
more upon the money, from those shipments for .our balance-of-trade 
problems. Is the administration willing .to bite that .bullet so that we 
will try to cut back on our foreign sales of arms where they would 
seem to be destabilizing in view of the fact that we have a problem 
with our balance of payments?

87-231—77———3
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Secretary VANCE. This subject has been discussed a number of times 
among the senior officers of the Government. It is the consensus that 
the question of arms sales should be governed by foreign policy objec 
tives rather than economic objectives.

Mr. BEDELL. Thank you, Mr. Secretary.
Chairman ZABLOCKI. The gentleman from Ohio, Mr. Guyer.
Mr. GTJYER. Thank you, Mr. Chairman.
Mr. Secretary, I don't envy you in your job, it is a big one. You do 

have the support of this committee and, I am sure, of the Congress.

ROLE OF CONGRESS IN FOREIGN POLICY

I am a little curious since there has been a metamorphosis taking 
place in the Congress in the past couple of years with regard to its role 
as demonstrated; for example, in the War Limitations Act; again in 
the cutoff of trade for Turkey and the poppy situation. Do you antici 
pate that Congress under this administration will have a wider role 
in decisionmaking and policymaking ?

Secretary VANCE. I do indeed. This is one of the things that I feel 
very deeply about. I don't believe that we can have an effective foreign 
policy unless it is developed and implemented in cooperation and co 
ordination with the Congress.

Mr. GTTYER. I notice you have been very cautious and I don't blame 
you. We sat down with you at a coffee Hatch a few weeks back at which 
you were telling us about your forthcoming trip. I can appreciate that 
with the changeover and the great number of countries undergoing 
new leaderships, they are going through the same kind of travail that 
we are. in the way of having to get to know new people and reaffirm and 
reestablish our relationships.

EGYPTIAN-SYRIAN-STTDAN COOPERATION

I notice in one instance here, and maybe this came under your sur 
veillance, where the Egyptians and Syrians are linked up with the 
Government of Sudan in a military relationship. With that in mind 
might we also look for the flow of Arab oil or dollars into Africa now ?'

Secretary VANCE. T would think that this might well lead to in 
creased support for the Sudan.

U.S. ENERGY INDEPENDENCE

Mr. GTTYER. I see by the latest report that we are about 50 percent 
dependent on outside supplies or sources for petroleum as against may 
be 35 percent a year ago. Do you see that decreasing? Are we getting 
any closer to energy independence by virtue of some of the policies 
we are trying to establish ?

Secretary VANCE. I think the most important thing we can do is pass 
an energy bill which should be coming before you soon. That is the 
key. We not only have to worry about new sources, we have to worry 
about the conservation of energy as well. I can think of no bill that is-- 
going to be coming before the Congress which is more important than-: 
that.
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FOREIGN COMPETITION FOR U.S. SUGAR PRODUCTION

Mr. GUYER. Finally, one question which may go a little apart from 
the Middle East. I have a concern among some of our beet sugar pro 
ducers, and in one instance a company that is involved in the State of 
Hawaii with cane sugar production and they are very concerned about 
the Sugar Act which now gives quite an advantage to outside countries. 
I see where Secretary Bergland has made some announcement about 
ameliorating that. Do you intend to work with him in that regard ?

Secretary VANCE. I will indeed. I am not familiar with his announce 
ment but on any of these things which intersect between our Depart 
ments we will work together.

Mr. GUTER. What about the Cuban sugar? Do you see any lessening 
of tension with Cuba that might lead to resumption of the importation 
of Cuban sugar ?

Secretary VANCE. With respect to Cuba, I have indicated I think 
there are a number of problems and issues that exist between us which 
should be discussed. I have indicated that I believe that they should 
be discussed without preconditions but that is a long way down the 
road and different from the question of——

STATEMENTS BY AMBASSADOR YOUNG

Mr. GUYER. We all have a great respect for Ambassador Young. I 
think he is a tremendous person doing a great job. We were shook up 
when he made some announcement with regard to Cuban troops in 
Angola and an early entrance perhaps of Vietnam into the United 
Nations.

Normally these decisions, do they come just personally and then 
you clear with the President, or do you have some kind of a clearing 
house by which these announcements are made ? I am just curious.

Secretary VANCE. I think the incident you are referring to is a state 
ment that Ambassador Young made as a——

Mr. GUYER. Personal observation.
Secretary VANCE. Personal observation; yes.
Mr. GUYER. Thank you very much, sir.
Chairman ZABLOCKI. The gentleman from Nebraska, Mr. Cavanaugh,
Mr. CAVANAUGH. Thank you, Mr. Chairman.
Mr. Secretary, I really have no -questions other than to associate 

myself with Mr. Studds' comments. I think they were appropriate 
and reflect my sentiments exactly as far as the conduct of the Depart 
ment of State in the early days of this administration and I would 
hope to see the Department continue in the attitude that it has adopted 
in this early administration.

PAYMENTS TO FOREIGN OFFICIALS

I have only one concern in that regard and that is in the matter of 
payment to foreign officials and particularly the relationship of that 
kind of information between the Department and the Congress.

It is my understanding that you don't want to address .that issue 
today, so 1 will leave that concern for a future day.

Thank you.
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Secretary VANCE. Yes, sir.
Mr. CAVANATJGH. Thank you, Mr. Chairman.
Chairman ZABLOCKI. The gentleman from Kansas, Mr. Winn.
Mr. WINN. Thank you, Mr. Chairman.
Mr. Secretary, welcome to the committee.

ADMINISTRATION SUPPORT FOR NONPROLIFERATION INITIATIVES

Recognizing the acknowledged desire of the Carter administration 
for nonproliferation initiatives, why did the administration not sup 
port the Ford submitted $55.& million supplemental appropriations 
request for new proliferation initiatives in the EKDA program ?

Secretary VANCE. My understanding on that is that it was felt that 
we ought to develop our policy first and determine exactly what we 
needed and what reorganization should 'be taken within the Govern 
ment to put our house in order before coming up with the final figures.

Mr. WINN. So there is a delay in time in there, they are not par 
ticularly for it or against it.

Secretary VANCE. That is my understanding.
Mr. WINN. They are just biding for time.
Secretary VANCE. Until we determine what our policy is going to be.
Mr. WINN. Along the same line, why has the new administration 

made this apparent difficulty of the LMFBR to nonproliferation?
Secretary VANCE. LMFBR, I don't know that, sir. The breeder re 

actor?
Mr. WINN. Yes.
Secretary VANCE. I am afraid I cannot answer that question.
Mr. WINN. Let me submit that in writing and we will clarify it 

both ways.1
Secretary VANCE. Fine.
Mr. WINN. There is a lot of interest, as you well known, in this com 

mittee on proliferation. Can you assure us that the domestic and 
international energy needs—that is my interest in that subject mat 
ter—of the future will positively be balanced in the nonproliferation 
review that you just mentioned ?

Secretary VANCE. Yes.
Mr. WINN. Thank you, Mr. Secretary.
Thank you, Mr Chairman.
Chairman ZABLOCKI. The Chair wishes to commend and thank the 

members for abiding by the 5-minute rule so very well—we will have 
more questions—but I am not under any illusions that it will be thus in 
the future, nor with the honeymoon for relations between the Executive 
and the Congress unless, of course, we have even more consultation 
than we had thus far.

Now, the Chair, will recognize members on a seniority basis.
The gentleman from New York, Mr. Bingham.
Mr. BINGHAM. Thank you, Mr._ Chairman.
Chairman ZABLOCKI. The 5-minute is still in effect.
Mr. BINGHAM. I think this is. a first in terms of the first round of 

. questioning being completed in a meeting with the Secretary of State. 
I think the Secretary is to be commended on the brevity of his. answers 
and the chairman for enforcing the 5-minute rule.

1 See appendix 20 p. 402.
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Chairman ZABLOCKI. I want to thank the gentleman 'from New York.- 
The Chair inadvertently forgot to«tate that indeed the answers'to the 
questions were brief and to the point. That is again a first. [Laughter.]!

SINAI AGREEMENT

Mr. BINGHAM. I would 'like to as'k you, Mr. Secretary, a few ques'- 
tions about the trip, particularly with respect to some of the-aspects 
of -dealings between the Arabs and the Israelis which now .cover a 
number of fronts and how you see that developing and whether that 
is going to be helpful.

For example, what in general .has been the experience in the admin 
istration of the Sinai agreement where,a.good deal of cooperation is 
required between Egypt and Israel to administer that ?

Secretary VANCE. The experience has been excellent. Both the Egyp 
tians and the Israelis raised this with me. They indicated their satis 
faction, indeed their pleasure, with the way 'that it has been working 
out and indicated that in-a sense this was .a good omen for the future.

TRAFFIC -BETWEEN ISRAEL AND ARAB NEIGHBORS

Mr. BINGHAM. .1 was rather astounded the other day to learn of the 
opening of a bus service between Israel and Lebanon. Are you familiar 
with this^

Secretary VANCE. No; Lam not.
Mr. .BINGHAM. Well, I won't pursue it .then, but I understand there 

is a weekly bus that is being made available for visits across that 
border.

There is, of course, a relatively open border with Jordan and trade 
moving back and forth, people moving back and forth. Did ;you get 
any sense that with the numbers of Arabs in the Gaza Strip, from toe 
West Bank working and earning a living in Israel and with the de 
gree of-contacts between Jordan and Israel that there is any improve 
ment in the attitude of the West Bank Arabs toward Israel ?

Secretary VANCE. I think that this border situation has been a very 
^positive factor. This was commented ;on in both Jordan -and Israel. 
I thirik the more that that happens the better it is going to be. I think 
in the long run the economic cooperation that must exist 'between 
those nations is absolutely essential to the well 'being and the develop 
ment of both those countries. It is one of £he keys to the future which 
will be made available when peace can be achieved.

PALESTINIAN LOYALTY

Mr. .BINGHAM:. Do you have any sense about the attitude of the West 
Bank and 'Gaza Strip Arabs toward the PLO -as against the King of 
Jordan-as a focal point of their loyalty support1?

Secretary VANCE. No. One hears conflicting views on this and so I 
have no words of wisdom on that.

Mr. BINGHAM. Thank you.
Thank you, Mr.'Chairman.
Chairman ZABLOCKI. I believe Mr. Solarz has a question. If he has 

not, I would be very-disappointed. [Laughter.]
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Mr. SOLARZ. I won't disappoint you, Mr. Chairman. 
With respect to your questions—— 
Mr. ROSENTHAL. I can't hear you.

IMPACT OF ANTIBOYCOTT LEGISLATION ON MIDDLE EAST SETTLEMENT

Mr. SOLARZ. Mr. Secretary, former Ambassador Nolte, Sheik 
Yamani, and other disinterested observers like Evans and Novak have 
indicated that the enactment of antiboycott legislation would con 
stitute a serious obstacle to the path toward peace in the Middle East. 
Do you believe that the kind of legislation that you spoke in favor of 
this morning j based on your recent mission to the Middle East, would 
in fact constitute an impediment to our own efforts to bring about 
a settlement in the area ?

Secretary VANCE. The answer is "No." I think that Arab countries 
will not be happy with any further antiboycott legislation, but I 
think if legislation were developed along the lines which we were 
talking about this morning that this would be understood by the Arabs 
and would not constitute a——

Mr. SOLARZ. I am delighted to hear you say that, Mr. Secretary.

MULTILATERAL ANTIBOTCOTT EFFORTS

A number of people have observed that in the event we do pass 
comprehensive antiboycott legislation, it might conceivably create 
competitive disadvantages for American businessmen vis-a-vis the 
opportunities available to corporations in foreign countries that don't 
Kave quite the same kind of comprehensive restrictions that .we are 
presumably about to impose here.

In that regard, would you have any problem with including in this 
legislation a kind of sense of the Congress resolution encouraging the 
administration to initiate discussions with other countries in an effort 
to see whether a meaningful international effort to curb these 
pernicious boycott practices could be agreed to as a way of providing 
an additional measure of protection to our own business community ?

Secretary VANCE. I think we ought to stick to our own business on 
this and that our efforts ought to be directed toward the effects within 
the United States. That is the thrust of the legislation I think we have 
Been talking about here.

Mr. SOLARZ. I agree that that is the thrust of the legislation, but 
don't you think it would be helpful to make such diplomatic efforts 
to enlist the cooperation of other countries in an effort to get them 
to enact similar kinds of-prohibitions ?

Secretary VANCE. I am not sure in my own mind how that would be 
received within the Arab world. I think they would understand why 
'we feel we have to do what we are doing with respect to the protection 
ef our commerce and trade. I think when you begin to try to extend 
bur own standard outside the United States, then you are getting onto 
ground that could cause trouble.

DEMILITARIZATION OF OCCUPIED TERRITORIES

Mr. SOLARZ. During the course of my own recent trip to the Middle 
East, I found in Egypt a willingness on the part of President Sadat
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to indicate that in the context of a final settlement, with an Israeli 
withdrawal from the Sinai, he would be willing to accept the demili 
tarization of the areas in the Sinai from which Israel withdrew.

I was not quite clear, however, based on my discussions in Syria 
what the attitude of the Syrian Government was with respect to the 
potential demilitarization of those parts of Golan from which Israel 
might withdraw in the context of a final settlement. I wonder if in 
your visit to Damascus, you determined the attitude of the Syrian 
Government with respect to the demilitarization of the Golan in the 
context of a final settlement with Israel.

Secretary VANCE. This was a subject I discussed. It gets into the 
negotiating matters and I think it would be inappropriate for me to 
discuss the views of the parties with respect to what they might be 
prepared or not prepared to do.

EIGHTS OF THE PALESTINIAN PEOPLE

Mr. SOLAEZ. Would the Syrian leaders with whom you met be willing 
to go beyond,' in terms of their discussions with the Palestinian 
problem, the traditional formulation of their position that solution of 
the Palestinian problem requires the implementation of the legitimate 
rights of the Palestinian people in terms of getting from them a 
definition of what the legitimate rights of the Palestinian people 
actually entails?

Secretary VANCE. There was general discussion on that. Again, there 
is at this point a lack of clarity among the Arabs as to exactly what 
is meant by this and this is one of the subjects that I think you will 
find them discussing in the weeks ahead.

Chairman ZABLOCKI. The time of the gentleman has expired.
If there are no others that desire to ask questions, the Chair will 

return to the gentleman from New York.
Mr. Winn.
Mr. WINN. Mr. Chairman, I just have one comment.

CUBAN TEOOPS IN UGANDA

Mr. Secretary, there were press reports that there were Cuban 
troops in Uganda and I just wonder if there was any basis for those 
reports. Are you aware of any Cuban troops in Uganda and, if so, 
approximately how many ?

Secretary VANCE. We received a report yesterday that there have 
been indications that there might be Cuban troops there. The in 
formation I received this morning was that there was no confirma 
tion for that. I think from time to time there have been Cuban ad 
visers there so that all I can say at this point is that there has not 
been confirmation for the story which appeared in the newspapers 
at this point, insofar as our information is concerned; at least there 
was not by the time I left to come over to this hearing. That is not 
to say there may not be, but I simply don't have any confirmation.

Mr. WINN. I understand.
Has the State Department asked the Ugandan representative that 

has been calling on you in the last few days if there are Cuban troops 
there or have you made any official inquiry ?
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• Secretary VANCE. I have not. I don't know.. whether .the "Assistant 
Secretary has. >This issue just came .up late yesterday. 

Mr. WINN. Do you think we will or should ?
• Secretary 'VANGE. I don't see any reason why we should not,- but. 

this is something I .will take into consideration.
•Mr. WINN. Thank you, Mr, Chairman.
Chairman Z.ABLQcki,'Mr.:Danielson.

v Mr. DANIELSON. Thank you, Mr. Chairman.
'Mr. Secretary, reverting again to , the. subject of . the -Middle , East 

in the t proposecU Geneva, talks,, did, you on your trip speak with , any 
representatives ,q'f .the "P,LQ ,or other (Palestinian organizations, 
Palestinian leaders ?

Secretary VANCE. No, sir.

POSITION OF THE ,,PALESTIN;LiNS,. ON /TERMS, OF ,A .PEACE SETTLEMENT

Mr..,DANiELjSON. Mr.. Jlabin. has ..often., said that, peace,,- as he, per 
ceives, that term, cannot .be imposed, but it must., be agreed to. :I have 
a great, dc-.ubt.that.we. can have. that, type .of. peace in- the Middle.East, 
the type, that Mr., Kabin refers to, withQut a, resolution, of, the tPales- 
tinian problem.

fin .your -earlier ?resppnse tojan earlier, iquestion pf mine you said 
you did not know whether the -'Palestinians would go,;along with, a. 
united,ppsition1 by,.the,forinal -Arab States.-I wonder whether peace 
co.uld be .achieved, even -though, Israel .and^t-he. Arab States, ;got,to- 
ge,ther on. their mutual wishes without some, type of very substantial 
agreement from within, the Palestinian gr.oup. -Would you.. .care. to 
comment on.-th.at ?

.•Secretary ^ANCE. ,Yes. ,1 , think everybody -agrees, including : the 
Israelis, that you cannot have a; just and lasting, peace without -resolu 
tion of the Palestinian question. There is no difference .among -.the 
parties on this question.

Mr. DANIELSON. Then if we are only talking to the Israelis and to 
the Arabs, are we just not talking to tw.o.sides of a triangle here? I have 
some concern that there is not some kind of communication with 
Palestinians.

.-.Secretary -.YANGE. Others than we.in(theiUnited.'States,-of courseware 
in. communication with •them.-.so- 1>b,at> wer.are.:not-,witho.ut information 
from our conversations with the Arabs as tovwhatcihe,sifcuation: isvwit;h: 
respect to the-Palestmia-ns. 

Mr.ft)ANiELSON. Thtankyou.
•Chairman ZABLOCEI. If there lare-norfurther questions, the* Chair

que8tion,-:,sort ,of .a^s

, -FOR -PEACE -NEGOTIATIONS
.Mr. Secretary,, on ;the basis, of ,your. discussions , in ;the. Midd^? .East, 

what do ;ypu,beljev,e-are the. <ha-n<;es J: or ̂ serious peace .negotiations to 
start in the next 4 months ?

.SeQretja^y .^AjirjCE. , As, I i-ndioate.d rearljer, I.think.that there ,;is a 
chance.: There ̂ re twx> very, difficult; procedural questions. to'rbe resolved. 
One is the question of the RLO and ho-w that m^y.be resolved- and.the 
other is the question of what would the form of the negotiations be at
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a Geneva conference ? Would there be one Arab delegation or would 
they deal on a bilateral basis on those issues affecting them in Israel ?

Those two questions are very tough and very key questions and they 
.have to be resolved. I do not dispair that they can be resolved, but I 
would not want to minimize the difficulty of resolving them.

Chairman ZABLOCKI. Thank you very much, Mr. Secretary. I believe 
we owe you a round of applause. [Applause.]

Secretary VANCE. Thank you, sir.
Chairman ZABLOCKI. It is highly unusual to do that at meetings. 

'[Laughter.]
The Chair would like to state that the committee stands adjourned 

until tomorrow morning at 9:30 when we will have the following sub 
jects under consideration: the review of and action on the Interna 
tional Fund for Agriculture Development, consideration of markup 
of H.R. 1746, and consideration of markup of the fiscal 1978 report 
to the Budget Committee.

The Chair would like to advise the members further that they be 
liere promptly so that we can finish the business before the committee.

The committee stands adjourned.
[Whereupon, at 11:50 a.m., the committee adjourned.]





EXTENSION OF THE EXPORT ADMINISTRATION ACT
OF 1969

MONDAY, MARCH 7, 1977

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL RELATIONS,

Washington, D.G.
The committee met at 10:13 a.m., in room 2172, Rayburn House. 

Office Building, the Hon. Clement J. Zablocki (chairman of the com 
mittee) presiding.

Chairman ZABLOCKI. The committee will please come to order.
Before we commence the hearing, I would like to inform the mem 

bers that, pursuant to Committee Rule 11, the Committee Report on 
H.R. 1756, the Rhodesian chrome bill, will be available for the mem-. 
bers to review in the committee office at 2 o'clock this afternoon. The 
Chair intends to file the bill by midnight tonight.

This morning we continue the committee's hearing on H.R. 1561, the 
Extension of the Export Administration Act.

Our witness is Mr. Arthur T. Downey, head of the Bureau of East- 
West Trade in the Department of Commerce.

Mr. Downey's testimony will focus on title I of the bill, which en 
tails a series of amendments aimed at improving the export license 
process. The committee is particularly interested in receiving an ex 
planation of the authorization request for carrying out the export 
administration functions.

To date, functions carried out pursuant to the Export Administra 
tion Act have had an open end authorization. The Department did 
not need an annual authorization for the appropriation of funds. 
The Department simply went directly to the Appropriations Com 
mittee to secure the necessary funds.

In 1974, the Committee on International Relations obtained juris 
diction over the Export Administration Act, and, in order to better 
exercise its responsibilities, has proposed in H.R. 1561—and in the bill 
which passed the committee and the House last year—that this com 
mittee specifically authorize funds required to implement the act.

I would like to point out to the members that they have before them 
correspondence from the Department of Commerce and the Depart 
ment of State communicating those Departments' official comments 
on H.R. 1561.

Without objection, the Chair will enter this correspondence into 
the hearing record.

Is there objection ?
If not, they will be included at this point.

(37)



38

[The correspondence from the Departments of State and Commerce 
follow:]

DEPARTMENT OF STATE COMMENTS ON H.R. 1561
Section 103 of the Bill would insert a new Section 4(b) (2) (B) to state inter 

alia: "* * * where, in accordance with this paragraph, export controls are im 
posed for national security purposes notwithstanding foreign availability, the 
President shall take steps to initiate negotiations with the governments of the 
appropriate foreign countries for the purpose of eliminating such availability." 
Some potential "sources outside the United States" have, or might in the future 
have, very limited power to control such exports because of their relationship to 
the U.S.S.R. or to some other nation or nations which might be "threatening the 
national security of the United States." Accordingly, it. is suggested that the fol 
lowing be added at the end of Section 4(b) (2) (B) : "except where he deter 
mines that such negotiations would not have a reasonable chance to be suc 
cessful." Further, it is the understanding of the Department of State that the 
amendments to Section 103' apply only to exports under this Act and do not in 
clude more articles regulated by Section 38 of the Arms Export Control Act.

Section 101 of the Bill would amend Section- 4(f), to provide in part that 
"upon approval of the Secretary of Commerce, in. consultation with the. Secre 
tary of Agriculture, agricultural commodities purchased by or for use in a 
foreign country may remain in the United States for export at. a later date- free 
from any quantitative limitations on exports" imposed- under Section 3 of the 
Act. One purpose of this provision would, be to encourage foreign buyers to 
store agricultural commodities in the United States. The Administration is 
currently studying the overall issue of grain reserves and' we wish to reserve 
any comment on this provision until the Administration policies on grain re 
serves have been, developed.

Section 105 of the Bill .would further, amend Section 4.(f) to provide in part 
that "If the authority conferred by this section is exercised to prohibit or cur 
tail the exportation- of any agricultural commodity in order to effectuate the 
policies set forth in clause B. of paragraph (2) of Section 3 of this Act, the 
President shall immediately report such prohibition or1 curtailment to the Con 
gress, setting forth the'reasons therefor in-detail.. If the Congress, within 30 days 
after the date of. its. receipt of. such report, adopts a concurrent resolution dis 
approving sujch prohibition- or curtailment, then such prohibition or curtailment 
shall' cease to be'effective with the adoption of'such a resolution." We -ha>ve no 
objection to the requirement that Congress be notified of restrictions on exports 
of agricultural commodities taken under the Act. Since such restrictions would 
likely become public-knowledge in any event, the effect of this provision would 
merely, be to, impose a reporting requirement.

The second part of the- amendment, which, allows for Congressional disap 
proval; of. actions, by concurrent resolution (legislative veto) taken pursuant 
to the Act,, raises) significant, constitutional issues, which, should be addressed by 
the Department of Justice: The Department of State is d'eeply concerned by 
legislative vetoes of the character provided in Section 105, since such a* veto 
will apply directly and specifically to a foreign policy- decision of the' President

Section 106-of the Bill would! amend Section 4<(g) of the Act to include a new 
paragraph! (.2MB.) as follows "(B.) Whenever the Secretary determines that it 
is necessary to refer an export license application to- any multilateral review 
process for approval, he shall first, if fche application so requests, provide the 
applicant with an opportunity to review any documentation to be submitted 
to such, process for the purpose of describing the export in> question, in order 
to determine whether such documentation, accurately, describes the proposed 
export." This procedure would slow down the processing of U.S. cases through 
COCOM to little purpose. Other COCOM governments rarely object to U.S. cases, 
because they realize that such cases- receive a rigorous review within the U.S. 
Government before they are referred to COCOM for approval. Furthermore, 
the Commerce Department informs us that it is providing, in-its regulations that 
an applicant for an export license shall have an opportunity, upon request, to 
review the unclassified documentation describing the product proposed to be 
sold prior to review of the case within the U.S. Government. Since the document 
submitted to COCOM is based on that earlier, description^ another review by 
the applicant would be needlessly repetitive. It is therefore suggested that pro 
posed paragraph 4 (g) (2) (B) be omitted.

Section 107 of the Bill would add to the Act new paragraph (1) to a new 
subsection 4(j) as follows: "(j) (1) a person (including any college, university, 
or other educational institution) who enters into any contract, protocol, agree-
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ment, or other understanding for, or which may result In, the transfer from 
the United States of technical data or other information to any country to which 
exports are restricted for national security or foreign policy purposes shall 
furnish to the Secretary of Commerce such documents and information with 
respect to such agreement as the Secretary 'shall by regulation require in order 
to enable him to monitor the effects of such transfers on the national security 
and foreign policy of the United States." The term "person" is defined by Section 
11 of the Act to include "any individual, partnership, corporation, or other form 
of association, including any government or agency thereof." Understandings 
which may result in the transfer from the United States of information to a 
country to which exports are restricted for national security or foreign policy 
purposes are entered into for many different purposes, often of a benign nature, 
by a wide variety of individuals and government agencies, both in the United 
States and abroad. If the purpose of the amendment is a desire to regularize 
the flow of information to the Government concerning technical cooperation 
agreements entered into between United States firms and Soviet entities pursuant 
to Articled of the 1972 US-USSB Agreement on Scientific and Technical Cooper 
ation, the Department of State and Commerce already receive considerable infor 
mation on these agreements from U.S. firms voluntarily as well as from other 
sources.

A statutory reporting requirement for these agreements, as well as for other 
contracts, protocol's, agreements, or understandings described in the proposed 
paragraph, would add substantially to the paperwork of the persons who would 
be required to provide documents and information along with these in the 
Government who receive it, without significantly improving the Government's 
ability to monitor the national security and foreign policy effects of potential 
transfers of technology. This is because, under existing Commerce Department 
technical data export control regulations, the Government already has the 
opportunity to review proposed transfers of technology before the transfers 
actually take place. Furthermore, the transfers of all technical data related 
to equipment on the Munitions List is licensed by the State Department under 
Section 38 of 'the Arms Export Control Act. Therefore, the proposed paragraph 
duplicates existing authority and appears to be contrary to Section 7(d) of the 
Act, which provides for reducing reporting requirements "to 'the extent feasible 
consistent with effective enforcement and compilation of useful trade statistics." 
Accordingly, the Department of State suggests that proposed paragraph 4(.j) (1), 
the phra'se "and any document or information required under Section 4(j) (1)" 
in proposed amended Section 7(c), and the proposed new Section 10(c) (5) be 
omitted.

Section 110(b) of the Bill would amend the second sentence of Section 5(c) (2) 
of the Act to include among the subjects on which technical advisory committees 
shall be consulted "(D) exports subject to multilateral controls in which the 
United Statas participates including proposed revisions of any such multilateral 
controls." Although multilateral arrangements coordinate the national export 
controls of the cooperating countries, exports are not directly subject to multi 
lateral controls. Accordingly, it is suggested that the proposed phrase 5 (c) (2) (D) 
be revised to read "export controls subject to multilateral coordination arrange 
ments in which the United States participates, including proposed revisions 
of any such multilateral arrangements."

Section 116 of the Bill calls for a special report on multilateral export controls. 
As noted above, exports are not subject to multilateral export controls. Accord 
ingly, it is suggested that proposed Section 136 be revised by substituting "multi 
lateral coordination of export controls" for "multilateral export controls" in 
the heading, twice in the introductory paragraph, and twice in paragraph (7) 
and by substituting "coordination" for "controls" at the end of the second sen 
tence of the introductory paragraph.

Section 116(1) calls for the special report to include "the current list of com 
modities controlled for export by agreement of the group known as the Co 
ordinating Committee of the Consultative Group." The various national Con 
trol Lists published by the COCOM member countries constitute the only lists 
of commodities controlled for export from those countries. These national li«ts 
take into account the list agreed in COCOM. However, the COCOM member 
governments insist that the COCOM list itself remain confidential.

The Department of State will be pleased to provide the Committee with a 
copy of an unclassified current list of items designated for the multilateral 
purposes of the Mutual Defense Assistance Control Act of 1951. This list takes 
into account the COCOM list. It is therefore suggested that Section 116(1) be
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revised to read: "An analysis of the process of reviewing the list of com 
modities which the Coordinating Committee of the Consultative Group (here 
after in this section referred to as the 'Committee') agrees should be subject to 
export control."

Section 117 of the Bill calls for the Secretary of Commerce to take the lead 
in reviewing unilateral and multilateral export control lists. The Department 
of State now performs the functions of the Mutual Defense Assistance Control 
Act Administrator, which include determinations of items to be included on 
multilateral lists. These determinations are based on COCOM list reviews. Prep 
arations have already commenced for the next COCOM list review, but it is 
not expected to be completed before the expiration of the 12 month deadline 
proposed for reporting review results to the Congress. Unilateral U.S. controls, 
for which the Department of Commerce takes the lead, are based in large 
part on the COCOM list, pursuant to Section 3(3) of the Act. Accordingly, it is 
suggested that Section 117 be revised to read :

REVIEW OF EXPOET CONTROL LISTS
"SEC. 117. The Secretary of Commerce and the Secretary of State, in coopera 

tion with appropriate United States Government departments and agencies and 
the appropriate technical advisory committees established pursuant to the Export 
Administration Act of 1969, shall undertake an investigation to determine whether 
the list of items controlled for export by agreement of the coordinating com 
mittee of the consultative group (otherwise known as COCOM) and the addi 
tional items controlled unilaterally by the United States should be removed, 
modified, or added with respect to particular articles, materials, and supplies, 
including technical data and other information, in order to protect the national 
security of the United States. Such investigations shall take into account 
such factors as the availability of such articles, materials, and supplies from 
other nations and the degree to which the availability of the same from the 
United States or from any country with which the United States participates 
in multilateral coordination of controls would make a -significant contribution 
to the military potential of any country threatening or potentially threatening 
the national security of the United States. The results of such investigation 
shall be reported to the Congress not later than 12 months after completion of 
the next revision of the list of items controlled for export by agreement of the 
'Coordinating Committee of the Consultative Group."

GENERAL COUNSEL OF THE 
UNITED STATES DEPARTMENT OP COMMERCE,

Washington, D.C., March 2, 19T7. 
Hon. CLEMENT J. ZABLOCKI,
Ghairman, Committee on International Relations, U.S. Souse of Representa 

tives;-Washington, D.C.
DEAB MB. CHAIRMAN : You requested the Department's views concerning H.R. 

15611 a bill to amend and extend the Export Administration Act of 1969, as 
amended. Our comments follow.

Title I of the bill would extend the Act to September 30, 1978, and would 
modify in various ways certain sections of that Act pertaining to foreign policy, 
short supply, and national security export controls. Our reviews on the pro- 
Visions of Title I are set forth in the attached analysis.

Title II contains various • anti-boycott provisions. Our comments on this title 
will be made separately.

Title III of the proposed bill contains provisions relating to international 
nuclear agreements'and exports of certain nuclear material. It would prohibit 
the use of foreign assistance funds to finance nuclear plants in recipient countries, 
and calls for an in-depth study to determine whether U.S. training of foreign 
nationals in nuclear engineering and related fields contributes to the prolifera 
tion of nuclear explosives or the development of such capabilities.

Although the Department of Commerce is deeply concerned' with the risks of 
nuclear weapons proliferation and the development of adequate safeguards to 
prevent it, such matters lie primarily within the statutory responsibilities of 
other agencies. For this reason, we defer to other Executive Branch components 
as to the merits of the proposals in Title III. The Administration is currently
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reviewing its overall nuclear energy policy, however, and we may have comments 
to make on Title III 'after that review is completed.

Thank you for this opportunity to present the Department's views on this im 
portant legislation. The Office of Management and Budget has informed us that 
there would be no objection to the submission of this report to the Congress. 

Sincerely,
HOMER E. MOYER, Jr., 

Acting General Counsel.

COMMENTS ON TITLE I

SECTION 101
This section would extend the Export Administration Act of 1969 (the "Act") 

for two years, through September 30,1978.
Comment

Given the complexity and number of major new requirements proposed to be 
added by this Title I, in addition to those to be added by Titles II and III, a 
three-year extension would be far preferable if not in fact necessary. This time 
problem is exacerbated by the fact that almost six months has already passed 
since expiration of the Act on September 30, 1976. The Department believes the 
Act should be extended until September 30,1979.

SECTION 102 
Summary

This section states that no appropriations for any fiscal year commencing on or 
after October 1, 1977, can be made to carry out the provisions of the Act until 
specifically authorized by legislation enacted after enactment of this section.
Comment

To the best of our knowledge, there is no precedent for requiring specific, 
annual legislative authorization for purely administrative purposes (as opposed 
to grants, loans, or other funding programs). The Department appreciates and 
supports the interest of Congress in maintaining a close watch on the export con 
trol, program. However, the appropriate means is through continuing Congres 
sional oversight, not through the enactment of an unnecessary requirement call 
ing for annual legislative authorization for administrative expenses. The provision 
is particularly unnecessary where the Act expires by its own terms within a 
two or three year period and Congress may by concurrent resolution or the Presi 
dent may by proclamation terminate the authority granted by the Act at any 
time so designated.

The sequence of events that would be required to obtain appropriations for the 
administration of the export control program if this section were enacted (i.e., 
a two step procedure of separate, annual authorizing legislation followed by ap 
propriations legislation and, for this fiscal year, a prior third step—enactment of 
the extension of the Export Act) could cause substantial problems. For example, 
if this procedure had not been accomplished in the correct sequence prior to 
October 1, 1977, the Department could no longer pay administrative costs (in 
cluding salaries) for operation of the program. There would then be legal require 
ments which must be met by U.S. firms in order to export commodities, but no 
administrative mechanism to process their export authorizations. The effect of 
this would be to seriously disrupt U.S. export trade on a world-wide basis. The 
economic and foreign policy implications of such a development are evident.

SECTION 103
Summary

This section provides that "in administering export controls for national secu 
rity purposes * * * United States policy toward individual countries shall not 
be determined exclusively on the basis of a country's communist or non-commu 
nist status * * *" It lists factors which must be taken into account, and requires 
the President to "periodically review United States policy toward individual 
countries to determine whether such policy is appropriate in light of the factors 
specified * * *" The results of such review, together with justification therefor, 
.are to be included in the semiannual report for the first half of 1977 and in every 
.second such report thereafter. Current denial authority is retained with certain 
'language changes to emphasize that controls shall not be imposed over goods or
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data a-vailable-abroad unless-the'President specifically determines otherwise. A. 
new requirement is imposed to the effect that, with respect to'those items for 
which control is maintained unilaterally, "the "President shall take steps to ini 
tiate negotiations with the governments of the appropriate foreign countries for 
the purpose of eliminating such availability."

The section also deletes the term "controlled country" and substitutes the 
phrase "country to-which exports are restricted for national security purposes." 
This change, which would affect the country list for referrals of cases to the 
Department of Defense, would take effect 90 days after receipt by Congress- 
of the Secretary of Commerce's semiannual report "for the first half of 1977." 
The guidelines against which Defense is to review applications and recommend 
denial would also be revised. Instead of a finding that a transaction would "sig 
nificantly increase the military capability of such, country." Defense would have- 
to determine that the transaction would "make a significant contribution, which 
would prove detrimental to the national security of the 'United States, to th& 
military potential of such country or any other country.." (Emphasis added.)
Comment

The reference to the "semiannual report for the first half of 1977" should be- 
changed to reflect both the later expected enactment date of this bill, and that 
there will be no such report for the "first half of 1977" since the semiannual 
reports are made on a fourth quarter/first .quarter and second quarter/third, 
quarter basis.

Section 4(h) (1) should also be,modified by adding the word "any" before the 
phrase "such country" the second time it appears in the second sentence of that 
section. .This will more clearly permit Defense to take into account in its assess 
ment the effect of a particular export on the military potential, not only of the 
country.directly receiving the export, but of other countries "to which exports 
are restricted for national security purposes."

If revised as noted above, Section 103 is acceptable to this Department.

SECTION 104
Summary

This sectio.n s.eeks to increase the reliability of the Unite.d States as a supplier 
of agricultural commodities, by guaranteeing that such commodities, if purchased' 
for export and stored in this country, may ,be freely exported at a later date not 
withstanding any-export controls which may subsequently be imposed on such 
commodity far reasons of domestic short ,supply. To be exempt from such short 
supply .controls, the agricultural commodities must have been purchased for 
export to a .particular foreign country >and-so registered with t.he .Secretary of 
Commerce. The Secretary of Commerce may not approve such registration unless,, 
in conjunction with the Secretary of Agriculture, she determines: (a) That the 
commodities will eventually be exported; (b) That neither-the sale nor the ex 
port will result in an excessive drain of scarce materials and have .a serious in 
flationary impact; (c) "That shortage in the TJ.S. will not.unduly limit the space 
available for storage of domestically-owned commodities; and (d) That the 
(purpose of the storage is to .establish a reserve .for eventual consumption in a 
particular foreign country .and not for resale.
Comment

The Administration is currently studying the overall issue of grain reserves, 
and we wish to defer any 'Comments on this provision until Administration 
policies on grain reserves have been developed.

SJECTION 105
Summary

This .section would .require the President to report immediately to Congress 
the imposition of any controls over agricultural commodities for foreign policy 
.reasons. :The Congress .would have 80 days to adopt a concurrent resolution.dis 
approving the action, in which event the controls would immediately cease.
Comment

This provision would make it possible for Congress to veto .an export control 
action taken by the President, and is a Constitutionally questionable legislative 
encroachment on Executive Branch responsibilities. 'While th,e Department wel 
comes Congressional oversight, and policy guidance, it opposes enactment of this 
section as being both unworkable and legally questionable.
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SECTION 106

. Summary
This section would reaffirm the desire of Congress that all export license ap 

plications be approved or denied within 90 days of receipt. It would require the- 
•issuance of an export license after the 90-day period unless the applicant has 
been notified in writing "of the specific circumstances requiring such additional 
time and the estimated date when the decision will be made." With respect to 
this notification, "the applicant shall, to the maximum extent consistent with the 
national security of the United States, be specifically informed in writing of ques 
tions raised and negative considerations of recommendations made by any agency 
or department of the Government with respect to such license applications, and 
shall be accorded an opportunity to respond to such questions, considerations or 
recommendations in writing prior to final approval or disapproval by the Secre 
tary of Commerce * * *" In addition, whenever referral of an application to- 
COCOM ia required, the applicnnt shall first, if he so requests, be provided with 
an opportunity to review "any documentation to be submitted * * * for the pur 
pose of describing the export in question, in order to determine whether such 
documentation accurately describes the proposed export." Finally, "in any denial 
of an export license application, the applicant shall be informed in writing of 
the specific statutory basis for such denial."
Comment

The language which states that a license application "shall be deemed to be- 
approved and the license shall be issued" unless certain conditions are met, is- 
unacceptable. The Department is in full accord with the purpose of this section, 
and will continue to take steps to meet the 90-day deadline in all possible' 
cases. However, the proposed language could be read to give an applicant the 
legal right to export his goods, unless something was done by this Department 
in timely fashion to prevent the vesting of that right. This risk is clearly 
undesirable, particularly with respect to potential national security exports.

In addition, the requirement that an applicant be informed of questions raised 
during review of the application to the maximum extent consistent with national 
security, is far too broad. Many questions are inevitably raised during any 
review which are answered satisfactorily and not considered in reaching the- 
final decision. This provision should be limited to substantive issues which would' 
affect the final decision or cause the delay.

Finally, the language that would require an applicant to be given an oppor 
tunity to review documents to be submitted to COCOM should be deleted. 'Steps 
are now being taken to give applicants the opportunity at an earlier stage of 
processing to review the unclassified portions of documents describing the export 
in question. To require a separate review prior to submission a proposal to 
COCOM would risk slowing down review of the cases and result in further 
delays.

The other parts of this section are acceptable, although they will add con 
siderably to the workload of the Office of Export Administration.

SECTION 107
Summary

This section would require reports to this Department on contracts, protocols, 
agreements or other understandings "for, or which may result in, the transfer 
from the United States of technical data or other information to any country 
to which exports are restricted for national security or foreign policy pur 
poses." This section would also require a study, to be reported to Congress n» 
later than six months after enactment of the bill, "of the problem of the export, 
by publications or any other means of public dissemination of technical data 
or other information from the United 'States, the export of which might prove 
detrimental to the national security or foreign policy of the United States." The 
report must include "recommendations for monitoring such exports without 
impairing freedom of speech, freedom of press, or the freedom of scientific 
exchange."
Comment

The two possible purposes of this section would appear to be the following: 
(1) The .reporting requirement may be intended to give the Department of 

.Commerce ea-rly notice of the possible transfer of technical data that 'are impor 
tant from the standpoint of national security or foreign policy.

87-231—77———4
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The Department presently requires that permission be obtained through export 
license for the transfer of such technical data to any country to which exports 
are restricted for national security or foreign policy reasons. This present 
license requirement affords the Department 'ample opportunity to review and 
•control prospective transfers of technical data. The further early notice would 
be only marginally useful in comparison to the administrative burden on persons, 
firms, and the U.S. Government.

,(2) The reporting requirement may be designated to broaden significantly the 
Department's information base by calling for reports of potential transf ers of all 
technical data—both that now requiring prior authorization toy a validated 
license and, in addition, that which may now be transferred without a license.

Scientific and educational data for the most part fall into the latter category. 
The proposed requirement would likely result in the filing of such a large volume 
of reports as to place a heavy burden on the reporting entities, particularly the 
scientific and academic communities, and on the Department of Commerce. While 
this might establish a resource base for analytical studies of general license tech 
nology transfer, it would make little or no contribution to our ability to control 
or to monitor the actual transfer of important technical data.

For the foregoing reasons, the Department opposes this provision as being both 
unnecessary and a heavy administrative and reporting burden.

If the Committee should still deem it necessary to proceed, we would recom 
mend restricting the application of the reporting requirement to technical data 
which are important from the standpoint of national security or foreign policy. 
To this end, the words "or other information" should be deleted and replaced by 
the clause "which would require a validated export license."

With respect to the study proposed in this section, the Department believes 
that by and large technical data that are really important from the standpoint 
of the design, production, manufacture, utilization or reconstruction of com 
modities of a strategic nature are not freely divulged by the developers of the 
data and do not find their way into the public domain through publication or 
similar types of dissemination. These data are too valuable to be disseminated 
without recompense.

For this reason, our regulations currently exempt from control the export of 
data that have been made freely available to the public in any form. We do not 
believe a study is needed to affirm this conclusion. If the committee should still 
insist on the conduct of such a proposed study, a minimum of twelve months 
should be provided.

SECTION 108
Summary

This section would exclude from quantitative restrictions imposed under the
short supply provisions of the Act petroleum products refined from foreign crude

.oil in United States Foreign Trade Zones or in the United States Territory of
Guam, except that such exports could be limited if the Secretary of Commerce
found that a particular product was in short supply.
Comment

The Secretary of Commerce already has full authority under the Act, as well as 
under Section 103 of the Energy Policy and Conservation Act, to deal with this 
particular problem. In fact, in response to this legislative initiative and at the 
request of the Governor of Hawaii, the Department recently undertook a policy 

' review of the treatment of refineries located in Foreign Trade Zones as well as 
in Guam, Hawaii and other offshore areas. As a result of this review, the Depart 
ment concluded that unique locational factors and the marketing situation of 
refineries located at Guam and Hawaii warranted such refineries being per- 
'mitted to export without quantitative restrictions all such petroleum products 
which are surplus to the needs of the local economy and local Department of 
Defense procurement. The Export Administration Regulations have been modi 
fied to reflect this decision. This section is therefore unnecessary and should be 
deleted.

SECTION 109
Summary

This action is designed to prohibit the export by sea of horses for slaughter.
Comment

The Department believes that enactment of such special interest export control 
provisions is undesirable. In addition, this proposal would discriminate against
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•exporters unless there was a corresponding provision against the domestic 
slaughter of horses.

SECTION no 
Summary

This section provides for a four-year term for industry members of the tech 
nical advisory committees; makes certain changes in the present language with 
respect to the scope of the committees' activities, including a direction, that the

•committees be consulted with respect to proposed revisions of multilateral con 
trols ; and provides that the semiannual reports include an accounting of the

• consultations undertaken, the use made of the advice rendered, and the con 
tributions of the particular committees to carrying out the policies of the Act.

The extension of the term for industry members from two to four years should 
be beneficial. The remainder of the changes would likely result in an additional 
workload for the Office of Export Administration, tout are otherwise acceptable.

SECTION 111
.Summary

This section would increase the monetary penalties that can be imposed for
•violations of the Act or Regulations, and provide for deferral of the payment 
of a penalty.

• Comment
The Department sponsored and continues to support an increase in the mone 

tary penalties which may be imposed for violations of the Act or Regulations. 
We have no problem with the "deferral" proposal. We recommend, however, that 
the phrase "Communist-dominated nation" in Section 6(b) be replaced with

•"country to which exports are restricted for national security purposes," if Sec 
tion 103 of this toil! is to be enacted.

SECTION 112
, Summary

This section would amend the confidentiality provisions of the Act to give 
. any Congressional committee or subcommittee access to "any information obtained
under this Act, including any report or license application . . . and any document
or information" required by the anti-boycott provisions.

• Comment
The proposal does not provide adequate protection for 'business confidential 

and other 7(c) information, all of which was obtained by this Department under 
a statutory pledge of confidentiality to the reporting entity. The Department

•would be obliged to release such information to all committees or subcommittees 
of Congress, no matter what the jurisdiction or interest of the particular com 
mittee. Additionally, the section would impose no limitations on the committee's 
use of this information or the conditions under which it could be made public. 

The proposal should be revised to provide that only chairmen of the committees
•with iappropriate jurisdiction are eligible to request this information, and that 
any committee receiving such information must apply .the same tests that the 
Secretary of Commerce is required by law to apply before permitting any dis-

• closure thereof. Reporting firms and individuals have since Congress first enacted 
Section 7(c) submitted information on the explicit understanding that it would 
be disclosed only if the Secretary of Commerce determined that withholding 
was not in the national interest. They need and deserve the same assurances 
against inappropriate disclosures -from Congressional sources of fcheir proprietary 
information as Congress directed by statute that they receive from the Depart 
ment of Commerce.

The Department suggests the following language:
"Nothing in this section shall be construed as authorizing the withholding 

of information, upon request of the Chairman, from committees of Congress of 
appropriate jurisdiction. Such information shall be accorded confidential treat 
ment toy the committee, and may be disclosed, only upon determination by the

. committee that the withholding thereof is contrary to the national interest."
The Department also recommends that Section 7(c) be modified to state more 

explicitly the categories of information which are protected by its provisions, and 
to more clearly bring the section within the b(3) exemption of the Government

' in the Sunshine Act. We suggest'the following language: '
.Delete the words:
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"* * * obtained liereunder which is deemed confidential or with reference to- 
which a request for confidential treatment is made 'by the person furnishing such- 
information * * *." 
and insert in lieu thereof the following:

<t« * * (j.j contained in export license applications, export Hcenses, or support 
ing documentation; (2) concerning tie consideration of export license applica 
tions; (3) contained in reports required .by the Export Administration Regula 
tions or this Act, or (4) investigations or compliance proceedings instituted in 
'Connection with an alleged violation of the Export Administration Regulations 
or this Act; * * *."

If amended as indicated above, the Department will not object to this provision; 
otherwise, the Department is strongly opposed.

SECTION 113
Summary

This section would require the Secretary of Commerce, in consultation with 
the advisory agencies and technical advisory committees, to review the Regula 
tions and the commodity control-list with a view toward simplifying or clarifying 
them. A report would be required no later .than one year after enactment of this; 
bill, to be included in a semiannual report.
Comment

This section would present no insurmountable problems. It would, however,, 
impose a significant workload on the Department.

SECTION 114
Summary

This section would establish new United States policy that export controls are- 
to be used to encourage other countries to "prevent the use of their territory or 
resources to aid, encourage, or give sanctuary to those persons involved in direct 
ing, supporting, or participating iii acts of international terrorism." Such action 
is to be taken only after the President has made "every reasonable effort to secure- 
the removal or reduction of such assistance to international terrorists through, 
international cooperation and agreement * * *"
Comment

This section appears to be designed to use export controls as a "last resort" 
measure when -diplomatic or similar measures -fail to prevent terrorist actions. 
The usefulness of this proposal is questionable, since the existing provisions of" 
the Act which authorizes the use of export controls to further the foreign policy 
of the United States contains wide authority for the President to take any ap 
propriate action -for such purposes. The Department views this .provision as 
unnecessary.

SECTION 115 
Summary

This .section details the information that will .be required to be included ini 
each semiannual report.
Comment

We now provide most of the data enumerated, but there will be additional' 
work required to supply additional details.

SECTION 118
Summary

This section would require a special report on multilateral CCOCOM) export 
controls no later than 12 months after enactment of this bill. Items to 'be- 
included in the report are listed, including recommendations for improving the 
effectiveness of these controls.
Comment 

The Department has no objection to this section.

SECTION 117
Summary

This section would require a new review of our unilateral and -multilateral 
controls, in cooperation with appropriate agencies and the -technical advisory-
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'committees. The study would be required to take inta account such factors as 
the availability of controlled articles, materials and supplies from other nations, 
and the degree to which the availability of such items from the United States or 
from another COOOM country would make a significant contribution to the 

:military potential of any country threatening or potentially threatening; the 
national security of the United 'States. The result of the review would have to 
be reported to the Congress no later than 12 months after enactment of this bill.

•Comment
Even with substantial additional resources and personnel, completion of such 

.a comprehensive review within twelve months after enactment of this bill is not 

.a practical possibility. A review of the multilateral (COCOM) list is a necessary 
prerequisite to changes in the U.S. list. Some judgments concerning unilateral U.S.
•controls, for example, can only be made after completion of the COCOM list 
review. Moreover, the workload impact on the Department, which will be signifi 
cant, could be minimized by allowing the review of the U.S. list to be fully coordi 
nated with the COCOM list review. This section should be revised to provide
that the report shall be submitted twelve months after completion of the COCOM 
review. If necessary, an. Interim report to Congress could be made twelve, months
:after enactment of this legislation.

The Department recommends the following changes in this Section :
(1) After the words "Secretary of Commerce" in the first line, insert the 

words "and the Secretary of State" ;
(2) Later in the first sentence, delete "United States unilateral controls 

or multilateral controls in which the United States participates," and insert 
"the list, of items controlled for export by agreement- of the Coordinating 
Committee of the Consultative Group (COCOM) and the additional items 
•controlled unilaterally by the United States" ;

: (3) In the second, sentence, insert the words "coordination of" between 
"multilateral" and "controls" ; and

(4) At the end of the last sentence, delete the-words "enactment of this Act" 
and insert "completion of the next revision' of the-list of items controlled for 
export by agreement of COCOM."

SECTION 118
^Summary

This section would require each Commerce employee, except those in a non- 
regulatory or non-policymaking position, to file a written statement yearly con 
cerning the person's financial interests "in any person subject to the Act, or in 
any person who obtains any license, enters into any agreement, or otherwise re 
ceives any benefits' under the Act." These statements would 'be available- to1 the
•public. The Secretary would be required to report to Congress yearly with respect 
to-such disclosure and1 the action taken with regard thereto.
•Comment

• Executive' Order 11222 and the Civil Service Regulations which apply on a 
Government-wide basis, and Department of Commerce Regulations applicable to
•employees of this Department, currently require all employees that would' be 
covered by this proposal to file full statements of all their employment and finan 
cial interests. These' requirements recognize the right of privacy of such indi 
viduals since the statements are not made public, and yet through' review by 
Department officials of the statements, and counseling of employees-where neces 
sary, achieve the purposes of the proposed legislation by avoiding conflicts of 
interest or the appearance thereof.

' Enactment of this proposal would add nothing, to- the existing requirements 
applicable to the class of employees of the Department of Commerce which .the 
proposal would encompass. As a matter of fact, the proposal would require dis 
closure of less information regarding financial interests thamdo-our current regu 
lations. Under the proposal only information regarding ". . . known- financial 
interests in any person subject to such Acts, or in any person- who obtains any 
license, enters into any agreement, or otherwise receives any'benefit under such 
Acts . . ." would' have to be included in the required filing statement. Under 
existing Department regulations all financial interests' must be included- in filed 
statements.

It should be noted that the Administration is currently considering changes to- 
conflict of interest and financial disclosure regulations on a Government wide
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basis. Because of this, the Department will defer taking a position on this provi 
sion until the Administration's decision is known.

Chairman ZABLOCKI. The Chair has also received correspondence- 
from the Office of Science and Technology of the White House, and; 
without objection that correspondence will also be placed in the record.. 
If there is no objection,

So ordered, it will be made a part of the record at this point. 
[The correspondence from the Office of Science and Technology 

follows:]
EXECUTIVE OFFICE OF THE PRESIDENT, 

OFFICE OF SCIENCE AND TECHNOLOGY POLICY,
Washington, D.G., March 4, J977. 

Hon. CLEMENT ZABLOCKI. 
Chairman, Committee on International Relations, House of Representatives,.

"Washington, D.C.
DEAR ME. CHAIRMAN : The purpose of this letter is to provide you with the- 

views of the Office of Science and Technology Policy, Executive Office of the Presi 
dent on Title I of H.R. 1561, a bill to amend the Export Administration Act of 
1969. While this office could comment on many portions of the bill, other agencies 
will cover most of the sections adequately.

•Section '107 of the proposed legislation, titled "Exports of Technical Informa 
tion" creates a problem of significant importance to national science and tech 
nology interests and should be subjected to thorough public hearings and analysis. 
This section:

Gives the Secretary of Commerce the responsibility to monitor the effects 
of the transfer of technical data or other information to any country to which' 
exports are restricted for national security and foreign policy purposes;'

Requires, in addition to present practice, the submission to the Depart 
ment of Commerce of documents and information on agreements and under 
standings themselves;

Requires, when requested, the provision by the Department of Commerce 
to Congress of all information collected. [Thereby threatening to compromise 
proprietary information provided as part of the reporting process.]

Requires a semiannual report of the effects on the national security and' 
foreign policy of the U.S. of the transfers of technical data or other in 
formation reported pursuant to the Act;

Assigns responsibility to the Secretary of Commerce for a study of the 
problem of the export of publications or any other means of public dissemina 
tion of technical data or other information; and

Requests recommendations from the study for "monitoring such exports- 
without impairing freedom of speech, freedom of press or freedom of scientific 
exchange."

The views of the Office of Science and Technology Policy with respect to Sec 
tion 107 are as follows :

The monitoring of the effects of the transfer of technical data or other informa 
tion is an extremely unwieldy and cumbersome operation.

The benefit of the additional information collected' in addition to present prac 
tice is marginal at best.

The provision to release all information collected when requested to Congress^ 
makes it difficult to utilize proprietary practices to protect the information pro 
vided.

The monitoring of publications or other methods of public dissemination could 
easily impair the freedom of scientific communications.

The implications of Section 107 are deserving of special attention and must not 
be overlooked in the light of other major concerns about the boycott and nuclear 
technology issues which are also addressed in these bills.

The current regulations exempt from control the export of data that have been1 
made freely available to the public in any form.

' For the foregoing reasons 'the Office of Science and Technology Policy does not 
support the provisions of Section 107, 4(j) (1). In addition, the Office of Science- 
and Technology Policy does not see the benefit to be achieved from the study- 
.prpposed in Section 107, 4(j) (2). This office would be pleased to provide addi 
tional information in support of these views.
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We have been advised by the Office of Management and Budget that there is no 
objection to the presentation of this report to the Congress. 

Sincerely yours,
RUSSELL C. DREW, 

Assistant Director.
Chairman ZABLOCKI. Mr. Downey, if you will proceed, sir.

STATEMENT OF HON. ARTHUR T. DOWNEY, DEPUTY ASSISTANT 
SECRETARY OF COMMERCE FOR EAST-WEST TRADE

Mr. DOWNEY. Thank you, Mr. Chairman.
As you have just said, the detailed views of the Department of Com 

merce have been set out in a letter addressed to you signed by the 
Acting General Counsel of the Department of Commerce and was 
delivered to you last week.

I might take just 2 or 3 minutes to point out or to highlight one or 
two elements of that letter to you.

CONFIDENTIALITY OF INFORMATION

First, it relates to the administration's concern with respect to the- 
manner in which this legislation proposes to alter section 7(c) of the- 
act. This section presently affords confidential treatment to information 
acquired under the act except when the Secretary of Commerce deter 
mines that it would be contrary to the national interest to withhold 
the information.

We recognize that Congress may need access to such information in 
order to carry out its legislative and oversight responsibilities. Over 
the past 30 years, the Department has cooperated with the Congress 
in making needed information available to it. However, information, 
obtained under the act is generally of a highly sensitive nature and 
was received upon explicit statutory assurances of confidential treat 
ment. For those reasons, disclosure has been limited to committees, 
having an appropriate legislative or oversight interest in the ma 
terial. Furthermore, disclosure has been made only upon the receipt 
of assurances by committee chairmen that the information would be 
appropriately safeguarded.

We feel that handling such sensitive information in this manner is 
necessary if the business community is to have confidence in its Gov 
ernment. If you wish to amend section 7(c) to provide clearer access 
by Congress to this information, we believe the same standards of 
confidentiality required to be applied by the Department should also- 
be applicable to Congress.

I also want to draw your attention to the additional language we- 
believe should be added to section 7 (c) of the act. This language would 
assure the continued availability of the statutory guarantee of con 
fidentiality of information obtained under the act after the Govern 
ment in the Sunshine Act takes effect on Mardh 12, 1977. We are- 
recommending these additional passages be enacted regardless of 
what the committee should recommend with respect to access by Con 
gress to the information.
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EXPORT CONTROLS ON AGRICULTURAL COMMODITIES

I have also been asked to note that the Department of : Justice has
•prepared, a report'with respect to its views on the consitutionality of 
the provisions of section 105 of H.E. 1561, regarding the requirement 
that the President report immediately to Congress the imposition of
•any controls over agricultural commodities for foreign policy reasons. 
"Tliis report will be forwarded to the'committee shortly.1

ANNUAL AUTHORIZATION OF APPROPRIATIONS

I would now like to turn to the specific focus of this hearing; a dis 
cussion of the authorization for- appropriations; with which to carry- 
out'the purposes of the'Export Administration Act of'1969.. We rec- 

<ognize the need to provide specific language authorizing the appropria^ 
tion-of funds for'this-purpose butwe have been opposed : to'the way 
"in which the pending legislation proposes to overcome* this"- technical
•deficiency in the act.

The Department appreciates and supports the interest of Congress 
in maintaining a close watch on the export control program. However, 
'the appropriate means is through continuing congressional oversight,
•not through, the enactment of an unnecessary requirement 1 calling, for 
: annual legislative authorization for1 administrative expenses.

REQUIRED APPROPRIATIONS'

Now,' I: will speak to the justification for the funds that will be
•needed to carry out the program of the Department and the likely 
costs and personnel requirements needed to implement the1 proposed
^antiboycott policy.

As'depicted in our'1978 budget1 request to'the Congress, aboutwhick 
we testified last week before the Appropriations Committees^ the

•estimated cost of operating 1 the export' administration program 
is $5,548,000 in fiscal year 1977 and $5,726,000 in fiscal year 
1978. Although no funds are separately earmarked in this budget 
for the- antiboycott program, we expect to spend about $400,000 on

•antiboycott activities in fiscal year 1977. We estimate that we will 
process approximately 60,000 export-license applications during fiscal 
year 1978' which is a- slight increase over the actual number processed 
in calendar 1976;.

With this general background, let'me go into more detail on'the 
budget requirements for the export administration program.

I should note that these requirements do not take into consideration 
:the changes which would flow from H.E.' 1561.

The program is separated into four major elements for budget 
purposes. These are poliey planning, licensing, enforcement, and

•short supply licensing and monitoring. The antiboycott activities" are 
included in the'licensing and enforcement categories.

The policy planning functions, which account for $741,000 and 24 
[positions in the 1978 estimate, include:

Initiating, coordinating, and evaluating studies by commodity 
divisions—such as machine tools, computers, and electronics—

'•* The report referred to Is retained In the committee files.
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in order to-establish the appropriate ilevel of national security 
or foreign policy control .over specific commodities;

Representing the Office of Export Administration on inter- 
agency export control .policy advisory committees;

Providing policy and procedural guidance on export licens 
ing problems relating to 'foreign policy; and

Reviewing and recommending 'licensing actions on specific- 
export applications.

The licensing element accounts for the largest part of our 19T8- 
budget at $2,988,000 and 101 positions and includes-activities such as- 
screening incoming applications, processing applications within estab 
lished policy guidelines, reviewing license applications for-conform- 
ance with regulations and instructions, preparing and issuing licenses..

We also prepare surveys and maintain a public contact office which 
handles requests for export control information,.developing and pub 
lishing export control .regulations and procedures, and administering 
the seven Government/industry technical advisory committees.

It is within the licensing element, specifically in our Operations- 
Division, that-the'"processing" part of the antiboyeott program is. 
located. Up 'to now we'have allocated'very limited permanent ;person- 
nel to this function'from other urgently needed tasks in the Office- 
and-supplemented-our effort with temporary ̂ personnel. The program 
includes-reviewing and analyzing reports of the .receipt of restrictive 
trade practice or boycott requests, and referring discriminatory re 
ports to the State Department, to the EEOC, and rto- other Federal' 
agencies as we'll as possible antitrust reports to the Department of 
Justice.

The third element .or compliance element 'includes -$1,743,000 and 
33 positions-in the fiscal year 1978'budget.and-involves the develop 
ment .of intelligence information concerning ^possible export control, 
violations. The enforcement program also conducts activities aimed1, 
at assuring full compliance with the antiboyeott program. Enforce 
ment is carried out 'in a manner that will least affect -normal trade 
practices while .insuring full compliance with the act. Through an. 
agreement where Commerce reimburses the .U.S. customs service,. 
export cargo manifests are reviewed to insure that all necessary ship* 
pers' export declarations are received. The customs service also pro 
vides "limited investigative:and inspection support. In .an effort to 
maintain-the visibility of export control enforcement, the Office of 
Export Administration uses learns of inspectors and export control 
investigators to conduct unscheduled spot "saturation" examinations— 
examination of all items for -shipment—at selected ports.

'Finally, the-short supply program.accounts for $354,000 and nine- 
positions in the fiscal year 1978 budget and has as its objective the 
control of exports of, scarce items.

Where the supply situation is serious, but not sufficiently critical 
,to warrant short supply export controls, certain items .are subject to 
monitoring rather than to licensing. This involves essentially the com 
pilation .and analysis of periodic reports on .actual and anticipated 
future exports,,their destination, and domestic and international price. 
Other agencies, including .the Federal Energy Administration and' 
Agriculture,-are also consulted to determine whether monitoring is 
necessary 'for exports of energy-related machinery, equipment .and 
'facilities, or agricultural goods not monitored under the Agricultural 
Act of 1970.
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IMPACT OF H.K. 1561 ON FUNDING REQUIREMENTS

These figures, as I have said, Mr. Chairman, do not include the 
likely costs that would be incurred as a result of the passage of 
H.R. 1561. It is difficult for us to determine the full impact of the 
provisions of H.R. 1561 upon the budget and personnel requirements 
of the Office of Export Administration. Many provisions of the bill 
would entail additional work. It may be necessary to request addi 
tional resources to effect modification of our regulations and imple 
ment the provisions of the bill, and to perform the requested studies.

In implementing the proposed antiboycott policy as set forth in 
33.R. 1561, we estimate we will receive between 75,000 and 100,000
•reports during fiscal year 1978. As Secretary Vance indicated in his 
testimony before your committee on March 1, however, the adminis 
tration believes that many of the boycott reports now required from 
American companies could be eliminated as they would not be needed 
an enforcing a new and effective antiboycott law that focuses on the 
:substance of American concern. In formulating an estimate of the 
rantiboycott costs and personnel requirements, we have calculated on 
the basis of 75,000 to 100,000 reports received and have included neces 
sary compliance activities and administrative costs.

As I said earlier, as neither the fiscal 3'ear 1977 nor the fiscal year 
1978 departmental budget requests include any funds specifically 
earmarked for the'antiboycott program, we must reassess our require 
ments when we see what legislation is approved. The estimates we 
have developed therefore, are tentative and, in general, represent what 
we believe may be needed as a core boycott staff requirement, to be 
decreased if the reporting requirement is significantly reduced, or
•augmented if the workload is increased: We support those proposals
•which have the effect of reducing the reporting requirements now 
placed on American firms. If enacted they would result in substantial 
savings for the Department of Commerce.

We have nevertheless addressed the pending legislation and have 
tentatively estimated that about 50 additional positions and $1.5 
million more in funds will be necessary to carry out all of the new pro 
visions in the proposed bill. The export control part of this is esti 
mated at about $800,000 and 25 to 30 positions, and the antiboycott 
program at about $700,000 and 20 to 30 positions. I must emphasize 
that these figures are Department of Commerce estimates and do not 
represent an administration position. The requirements I have out 
lined here do not take into account the possible needs of other agencies 
involved in the export administration process.

Mr. Chairman, that concludes my prepared statement. I will be 
pleased to answer any questions the committee may have. 
. If you are. willing, I would like to be more liberal than usual in 
referring questions to my colleagues—to my deputy, Mr. Stroh; to the 
Director of the Office of Export Administration, Mr. Meyer; and to 
his deputy, Mr. Brady. I do so only if you wish, but I thought it 
might be useful for you to see more of us who are involved in the 
day to day proceedings. I am prepared to handle your questions alone, 
but I would recommend that you allow wider questioning.

Chairman ZABLOCKI. Thank you for your statement, Mr. Downey. 
As to the replies to questions that are asked, it is up to your judgment. 
We would welcome your answers as well as those of your associates.
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Mr. DOWNEY. In the new administration we want to bring the 
people forward.

Chairman ZABLOCKI. By whatever means we get the replies, that is 
what really counts.

Mr. DOWNEY. Yes, sir.

REPORTING REQUIREMENTS

Chairman ZABLOCKI. Mr. Downey, on page 8 and again on 9 of your 
statement you mention that the administration believes that many 
of the boycott reports now required of American companies could be 
eliminated. Now, there have been various complaints of reporting 
requirements that have been placed on corporations pursuant to the 
antiboycott statement in the Export Administration Act and that 
would be placed on corporations pursuant to the pending proposal 
to strengthen that policy.

I am a little unclear as to the exact nature and the validity of these 
claims. For example, one complaint is that the reports are burden 
some, yet the reporting form is only one page long.

Another complaint is that companies have to report actions which 
are not violations under the law but which have been interpreted in 
the media as violations. My understanding is that this situation has 
"been cleared up by changing the language on the reporting form.

Another possible concern could be the burden on the Department 
of Commerce of processing the forms and therefore they are not proc 
essed as expeditiously as some industries would desire.

Mr. Downey, could you please clarify these concerns for us and 
provide a description of what information is requested, how the 
Department processes it, and how the pending law would impact on 
the existing requirements?

Mr. DOWNEY. Well, let me just begin by suggesting that we should 
perhaps include for the record, Mr. Chairman, a copy of the form 
and then you will have on file exactly what we.request.

In terms of the administrative load on us, that is, the processing 
which is the second half of your question, it is substantial. We receive 
over 500 reports a day, and we do not deal with these efficiently. We 
are behind, and although we are trying to stay as much abreast as 
we can we are not proud of our record on swift processing of these 
reports.

I think perhaps I should address one of my colleagues regarding the 
change in the format. I think your suggestion is correct, that the change 
in the format has met some of the concerns of the business community.

Chairman ZABLOCKI. May I also ask, Mr. Downey, in view of the 
fact that you .are not proud of .your record of .processing, what steps 
•are beine taken in the Department to correct the expediting, the proc 
essing ? Can there be improvements ?

Mr. DOWNEY. Well, of course, once the legislation is enacted and we 
know exactly what will be required, we will be able to request funds 
or to reprogram funds in order to meet the workload on a longer term 
"basis. We have been relying extensively on temporary personnel. We 
liave a core of permanent people that we utilize for this purpose, but 
because of the uncertain status of the legislation and exactly what the 
^Congress will require, we felt it was not a sound attempt to begin
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the process of -hiring .-more full-time people on a permanent basis: 
Once we have clarified what the requirements of the legislation will 
be, we will address'the situation.

Another factor contributing to the backlog problem is the sudden 
ness with which we moved from relatively few reports and'requests 
to thousands. It is very difficult to immediately staff up to meet that 
need.

Mr. EOSENTHAL. Mr. Chairman, would you yield ?
Chairman ZABLOCKi.-Be glad to yield.
Mr. EOSENTHAL. 'How many employees of the Department do you* 

have altogether ?
Mr.-DowNEY..In the Department of Commerce ?
Mr. EOSENTHAL. Yes.
Mr. DOWNEY. I guess approximately 28,000.
Mr.-EosENTHAL. 28,000?
Mr. DOWNEY. Yes.
Mr. BOSENTHAL. And you have to-put on another 20 to 30 to .proc 

ess .these -forms?
Mr. DOWNEY. That is right.
•Mr. BOSENTHAL.'Is that overwhelming you, that prospect ?'
Mr. DOWNEY. The prospect of——
Mr.-BOSENTHAL. Of getting 20 people onto the 28,000"?'
Mr. DOWNEY. No, because the other'people, the 28,000'people, are 

fully consumed in their own activities.
.Mr. EQSEN.THAL. I am sure they, are.
Mr. DOWNEY. The Weather Bureau——
Mr. BOSENTHAL. I am sure they are.
Thank you, Mr.. Chairman.
Mr.-DowNEY [continuing]. And .Fisheries and everything else.
Chairman ZABLOCKI. Mr. Downey, if we could have-a brief explana 

tion of the form.
Mr. DOWNEY. Yes.
May I introduce Mr. Lawrence Brady, the Deputy .Director of the

•Office of-Export Administration.

.STATEMENT .OF IAJVRENCE BEAB.Y, DEPUTY JJIEECT.OR, OFFICE'
or EXPORT ADMINISTRATION"

Mr. BEADY. If I may just first add one factor to the workload"' 
element. iQne of the .-reasons we have not gone.ahead and.recruited'the
•permanent people is .that -we are also attempting.to.computerize tho 
.processing of these reports -as .they come in and we didn't want to* 
'bring onboard a number.of permanent people ,that we would have to> 
.discharge.

T-he office w^ill begin April 1 utilizing a computerized system to> 
produce the summary tables which w.e .send to the Congress .in the
•semiannual /report on Export Administration. This should speed up' 
.the process.

,Ghairman,ZABLOGKi. Does'that.mean once you-get-computerized you-
•will not need -the .personnel ,that .Mr. Downey referred .to ?

Mr. BRADY. No, it does not, Mr. Chairman; not until we see what 
fthe-iresults.of ,the legislation will be.



55

Chairman ZABLOCKI. We want to. stick by the 5-minute rule, so if 
we could have the balance of the answer on the form.

Mr. BEADY. Frankly, Mr. Chairman, I think the problem that the 
business community has with the form primarily relates to the fact 
that they have to fill it out for each and every request that is received,
•each transaction that is received, whereas previously up until last 
fall, business could fill out a multiple report which grouped together 
:many similar requests they might have received. The multiple report 
was abolished so that we could get better reporting, from the business
•community and so that our enforcement mechanism would be better 
:able to track the reports.

In conjunction with the computerization effort I mentioned a 
moment ago, we are still working on the form and hopefully will have 
a simpler version which business can fill out. We will always attempt 
to keep the burden oif the business community as much as possible.

I do think also, as the committee knows, there has. been a, lot of
•confusion regarding the word "complying"—whether or not it is il 
legal to comply. The law obviously makes it clear that it is not illegal, 
but it is the public perception which the business community worries 
^about.

Chairman ZABLOCKI. Thank you very much.
Mr. Bingham.
Mr. BINGHAM. Thank you, Mr. Chairman.

•CONDUCTING EXPORT ADMINISTRATION' FUNCTION PURSUANT TO THE 
TRADING WITH THE ENEMY ACT

Mr. Downey, let me ask you first whether there has been any change 
at all in the operations of the Department since the Export Admin 
istration Act expired on September 30,1976 ?

Mr. DOWNEY. Whether there have been any changes in our admin 
istration of the act? Well, there have been no changes in our opera 
tion as a result of the expiration of the act. We have made some im 
provements, we feel——

Mr. BINGHAM. No; what I meant was as a result.
Mr. DOWNEY. As a result, no, sir.
Mr. BINGHAM. And you have been operating under the Trading 

'with the Enemy Act; is that right ?
Mr. DOWNEY. Yes, sir.
Mr. BINGHAM. All the same functions are being carried on.

AUTHORIZATION OP APPROPRIATIONS

Let me say in relation to your statement about the appropriateness
•of our providing for authorization of the operations under the Export 
Administration Act. we did incorporate such a section in H.R. 1561 
so as to be in clear compliance with clause 2 of House Rule 21 which
•stipulates that no funds shall be appropriated in the general appro- 

, priations bill for any expenditure not previously authorized by law. 
There is no language in the Export Administration Act nor is there 

in the Trading with the Enemy Act specifically authorizing funds. In 
previous years the funds have simply been appropriated and I under 
stand both the Commerce and Appropriations Committees have rec-
•ognized that the authority for such appropriations is dubious. It seems
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to me both in terms of the degree to which this committee would keep 
track of what is going on in the Department and in the administration 
of the Export Administration Act and also to conform with our own 
rules that an authorization is appropriate.

Mr. DOWNEY. Mr. Bingham, in recognition of your comment and 
a point made by a member of the committee staff before we started,. 
I deleted from my testimony the language that suggested that there- 
was no precedent for this requirement for annual authorization. We 
had an erroneous 'belief that there was in fact no precedent for this; 
sort of authorization.

Mr. WHALEN. Would the gentleman yield ? 
Mr. BINGHAM. I was not aware of thalat and I am glad to note that 

it was in your prepared statement.
Yes; of course I yield.
Mr. WHALEN. I understood that that would be deleted but I think 

if you look at the latter part of that paragraph Mr. Downey goes- 
on to say:

However, the appropriate means is through continuing congressional over 
sight, not through the enactment of an unnecessary requirement calling for 
annual legislative authorization for administrative expenses.

Does that part of your statement still stand, Mr. Downey ?
Mr. DOWNET. If there is a rule under which you operate which re 

quires such an authorization process, I think there is no reason for 
us to object.

Mr. WHALEN. I thank the gentleman for yielding.
Mr. DOWNEY. I perhaps did not delete enough.
Mr. BINGHAM. I would say although this bill, H.R. 1561, does call 

for an authorization, I think the committee may want to consider am 
authorization for a period longer than 1 year.

Mr. DOWNEY. We would support that very strongly, sir.
We perhaps have been mistaken in believing that the authorizations 

and your rule requiring authorization for grants and loans and other 
funding programs did not relate to funding for administrative func 
tions. We stand corrected, but I think at least some authorizations, 
even for administrative purposes, run over a 2-year period, and to the 
extent you are prepared to do that, we would be delighted.

REPORTING REQUIREMENTS

Mr. BINGHAM. On the subject of the reports that you were discussing 
with the chairman, let me get this quite clear. The reports you are 
talking about which you feel are unduly burdensome on business are 
the reports that currently are required under the legislation as it 
existed prior to September 30; is that correct?

Mr. DOWNEY. Yes, sir. We did not. say they were unduly burden 
some on business. I think the chairman was concerned about that. 
We were suggesting why .this concern might have been expressed.

Mr. BINGHAM. But at that point you are talking about not the 
situation as it -would .prevail imder H.R. .1561, but of the existing 
situation ? '

Mr. DOWNEY. Yes; of the existing situation.
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EXPORT ADMINISTRATION FUNCTION'

Mr. BINGHAM. I am a little puzzled by one item of organization in 
your statement. On page 5, at the bottom of the page, you say that 
the policy planning has the function of reviewing and recommending 
licensing actions on specific export applications and then page 6 deals 
with the licensing function itself.

Mr. DOWNEY. Yes, sir.
Mr. BINGHAM. Can you explain that?
Mr. DOWNEY. Yes; there are two reasons for this. One is that as I 

said in the beginning, four elements are utilized for budget purposes! 
These four elements are not necessarily in direct correspondence with 
our organization. We have more divisions than those four referred 
to in my testimony. But for budget piirposes it is just put into different 
language. Frankly, it is very confusing to me, too, but this does not 
mean that we have four separate offices exclusively that handle these 
functions.

Second, the licensing function which is addressed on page 6 is the 
first level function. The applications are received there; they are. 
processed, reviewed, and analyzed and moved on. The commodity- 
specialists such as the machine tool and computer specialists are there. 
Only a very few of the license 'applications that go through the. 
licensing element reach the policy planning level, but if they do it is 
there that they would have an opportunity to apply the policy to the. 
specific case.

Chairman ZABLOCKI. Mr. Whalen.
Mr. WHALEN. Thank you, Mr. Chairman.

CONDUCTING EXPORT ADMINISTRATION FUNCTIONS UNDER THE TRADING, 
WITH THE ENEMY ACT

Mr. Downey, I am just a bit curious. You indicate that you can oper 
ate the export control program without the Export Control Act. In 
the light of that, do yon think we really need an act ?

Mr. DOWNEY. Mr. Whalen, we are not happy with the present cir 
cumstance. We have been operating under the Trading With the 
Enemy Act on an emergency basis and even that may be closed to us. 
at some point. We would prefer to have an act.

Mr. WHALEN. Do you think you are operating legally under that 
Trading With the Enemy Act ?

Mr. DOWNEY. The general counsel of the Department of Commerce, 
has advised us that we are operating legally.

Mr. WHALEN. I would not want to quarrel with him.
Mr. DOWNEY. Nor would I.

COST OF PROCESSING REPORTS

Mr. WHALEN. All right. I was not quite clear, Mr. Downey, about 
the figures you gave us regarding the extra costs entailed by the reports, 
which would be involved as a result of passage of this or similar. 
legislation.

Now, does the figure you gave us delete as an expense those reports., 
that you feel are too cumbersome and should be dropped ?
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Mr. DOWNET. We were addressing, sir, on page 9 at the bottom of 
the testimony the additional positions and funds that would be re 
quired to implement all provisions of the act.

Mr. WHALEN. Right.
Mr. DOWNET. Now, are you speaking of the——
Mr; WHALEN. This is your estimate as to the additional costs?'
Mr. DOWNET. Overall.
Mr. WHALEN. Resulting from passage of this act?
Mr. DOWNEY. Yes.
Mr. WHALEN. And I am not quite sure whether the figure you gave 

includes the cost of the reports which you find burdensome and which 
jou feel should be deleted.

Mr. DOWNET. Well, there are many reports that are required in 
H.R. 1561 outside of the boycott area .that we do believe are not neces 
sary and are burdensome.

Mr. WHALEN. Are you, however, incorporating, in 'your cost figure 
the cost of those reports ?

Mr. DOWNET. Yes, sir.
Mr. WHALEN. So you——
Mr. DOWNET. We can tell you if you would like on nearly a section- 

by-section basis what we believe the extra cost would be of each provi 
sion in the. bill.

Mr. WHALEN. I just wanted to make it clear that if you submit at 
some time in the future recommendations for elimination of reports, 
then your figures would be reduced accordingly in terms of total cost?

Mr. DOWNET. If we are talking about the boycott program and the 
reports that the business community makes to us, yes, we could drop it. 
You see, on that, though, we have a fairly wide span. We said 20 to 30 
positions, and that range is a function of our uncertainty-as to exactly 
what will be required. It will go down if the reporting is minimized 
and go to the high end if it is maximized.

Mr. WHALEN. I just want to repeat this so it is clear in my own mind. 
The figures that you are giving include all present reports even though 
you may. find them objectionable, plus additional reports that might be 
required by passage of this legislation ?

Mr. DOWNET. I don't wish to confuse things even more than I have, 
but I think we are using the word "report" in two different contexts. 
The nonboycott portions of this bill call for us to make reports to you 
on a variety of things.

Mr. WHALEN. Yes.
Mr. DOWNET. And we figure that is gping to require about 25 

positions.
Mr. WHALEN. All right. You have no objections to filing those 

reports with us ?
Mr. DOWNET. Well, we.don't think it is.necessary. We think there is 

another way to do it that is not so costly. 
Mr. WHALEN. But you do> object -to some of .those reports, then-?
Mr. DOWNET. We find a lot of those reports .unnecessary. 
Mr. WHALEN. All right. This is what I:am'really trying to get at. 

Are you, however, in your cost estimate including the cost'.of .filing 
those.Teports which you find objectionable?

Mr. DOWNET. Yes, sir.
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Mr. WHALEN. All right. That is what I wanted to know. 
Mr. DOWNEY. I am sorry.
Mr. WHALEN. On one other reporting element I would like to delve 

into a little more deeply.

STANDARDS OF CONFIDENTIALITY OF INFORMATION

On page 2 in your testimony you express concern about the confiden 
tiality of information that might be provided Congress and you say, 
and I am quoting: "We believe the same standards of confidentiality 
required to be applied by the Department should also be applicable to 
Congress."

Now, my question is just what are these standards that are applied 
to the Department ?

Mr. DOWNET. The standards of confidentiality that we have—I am 
just looking for the exact language—requires a determination by the 
Secretary and the language is——

Mr. WHALEN. You are referring to sensitive information and this 
is the last sentence on page 2 of your testimony, Mr. Downey.

Mr. DOWNEY. Yes. I am referring to section ^(c) which requires us 
not to publish or to disclose any information unless the Secretary 
determines that the withholding thereof is contrary to the national 
interest.

What we are suggesting is that that sort of requirement ought to be 
levied equally upon the chairman of your committee.

Mr. WHALEN. Well, do you foresee -any problems with that ?
Mr. DOWNEY. If you are prepared to accept that, no, we would not 

see any problems.
Mr. WHALEN. One other question, of course, that concerns me. What 

role do the companies play in this in terms of providing information 
and whether or not such information shall be released? Do the corn- 
pa n ies exercise a veto power ?

Mr. DOWNEY. The companies could tell us that any business 
proprietary information they supply may be published and disclosed 
but they don't do that, only under exceptional circumstances. Gen 
erally, most companies with which we are in contact feel very strongly 
about the confidentiality provision in section 7(c). They feel that to 
expose them any further to possible commercial leakage, which is their 
principal concern here, would just hamstring their operation and their 
own plans and their willingness to come forward and discuss things 
with us.

Chairman ZABLOCKI. The time of the gentleman has expired. Mr. 
Eyan.

Mr. RYAN. No questions.
Chairman ZABLOCKI. Mr. Diggs.
Mr. DIGGS. No questions.
Chairman ZABLOCKI. Mr. Fraser.
Mr. FRASER. Thank you, Mr. Chairman.

DISCLOSURE OF FINANCIAL INTERESTS OF COMMERCE DEPARTMENT
EMPLOYEES

Have you talked about section 118 regarding the requirement that 
Commerce employees file statements concerning their financial 
interests?

87-231—7T———5
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Mr. DOWNEY. N~o, sir, we 'have not. Would you like to address that l.
Mr. FRASEK. I notice that in the communication from the General 

Counsel—that is, the letter to Chairman Zablocki from the General 
Counsel——

Mr. DOWNEY. On page 141 think is our——
Mr.' FRASEE [continuing]. Pages 13 and 14 you indicate that the new 

Executive order promulgated by the President may adequately fulfill 
the same objective as section 118. Is that a fair statement of your 
position?

Mr. DOWNEY. Yes, sir. I don't think that is a new Executive order.
Mr. FKASER. That is an old one ?
Mr. DOWNEY. I believe so.
Mr. FRASER. Is there any difference, do you know, with respect to 

the public availability of this information under the existing Execu 
tive order or section 118 ?

Mr. DOWNEY. Well sir, under section 118 there would be public dis 
semination and public exposure, which do not presently occur under 
the existing regulations. We are concerned therefore, about the right 
of privacy of those individuals who submit those statements. They are 
not now made public and the right of privacy is respected.

Mr. FRASER. This is an operating arrangement now, that employees 
must file disclosures in a report to the Secretary, I assume; is that 
right?

Mr. DOWNEY. Employees required to file financial statements file 
them on an annual basis with the office of personnel in DIBA. A per 
sonnel specialist reviews each submission against the employee's job 
description and, if a question arises, seeks further details from the 
employee. If it appears necessary, an opinion is requested from the 
Office of General Counsel in the Department as to whether or not there 
is a conflict or an outward appearance of conflict based on a review of 
the record. Should there be a conflict or the outward appearance of a 
conflict of interest, the employee would be advised as to what action 
would be necessary in order to remove any such conflict or appearance 
thereof.

Mr. FRASER. One of the questions I would be interested in, is who 
really takes a look at it, whether there is an active review or whether 
the filings are largely pro forma ?

Mr. DOWNEY. No, sir, I believe that as a result of a number of things, 
one of which was a GAO investigation last year, there was a very 
extensive review of all these forms.

Mr. FRASER. For that one time. Is there a regular operating procedure 
to use them ?

Mr. DOWNEY. Yes, sir. I am not your best witness on that subject, 
though, and if you would like I would be happy to submit material for 
the record.

Mr. FRASER. Well, perhaps I could turn to the question of the right of 
privacy here as against the public's interest in knowing. Do you have 
a well developed view on that question? Does a person operating in 
this area have a right to have their private interests remain free from 
public inquiry ?

Mr. DOWNEY. I think, sir, it depends on what level you are speaking 
about and what level of employee you are speaking about also. There 
is a difference between the political appointee at the senior policy- 
making level, on the one hand, and a civil servant at a nonpolicy level
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on the other. I think it also depends in part on what information you 
are going to require. . .

It is one thing to disclose whether or not yon have stock in a specific 
corporation. It is another thing to ask that you identify how much 
stock you have. I think there is another question here.

Again, just let me be clear. I am not your best witness here. I think 
there is question in the minds of many at the Commerce Department 
as to whether or not you feel there is or has been a bad experience. I 
guess my concern is why this question is being raised in this context? 
I personally am unaware of any allegation of misconduct as a result 
of the operation of any Commerce Department employee in implement 
ing the export administration process. There is not a single allegation 
of a conflict that I am aware of, and I am just curious why the com 
mittee felt this was important enough an issue to require a separate 
section in this bill. Are you aware of problems which have arisen?

Mr. FRASER. No; I am not.
Mr. DOWNEY. So I suppose therefore I question the need for this. 

I think the absence of any question about this suggests that the current 
regulations and processes are operating well.

Mr. FRASER. Well, I supppose the GAO report may have raised a 
question from what you told me. I am not familiar with the GAO 
report.

Mr. DOWNET. I, too, sir, am not familiar with it, but I think that was 
an across-the-board review of all Federal Government activities un 
related to the Export Administration Act.

Chairman ZABLOGKI. The time of the gentleman has expired. Mr. 
Findley.

STORAGE OF AGRICULTURAL COMMODITIES FOR SHIPMENT OVERSEAS

Mr. FINDLEY. Mr. Downey. on page 4 of the comments supplied by 
the General Counsel is the observation "The administration is cur 
rently studying the overall issue of grain reserves . .. until policies on 
grain reserves have been employed."

Can you give us some idea on when we can expect an administration 
position on grain reserves ?

Mr. DOWNEY. I am sorry, Mr. Findley. We have no available infor 
mation that I can give you.

Mr. FINDLEY. I am, nevertheless, puzzled why you would withhold 
comment on this section inasmuch as this section seeks to protect the 
rights of a purchaser, a foreign country purchaser of grain, in a cir 
cumstance in which the purchaser has not only agreed to purchase but 
has paid for the grain which has not been moved out of this country. 
Would you expect under any circumstance that the Government might 
wish to interfere with the right to possession, the right to move such 
grain?

Mr. DOWNEY. Well, I am grateful to you for putting the question in 
terms of conceivable circumstances. Yes: I can conceive of circum 
stances. They may be highly unlikely, but I think the administration 
would prefer to await their review before they offer any comments 
rather than give you inherent or non-sequential comments on the pro-
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posal. Our function here today has been to deal with the administrative 
cost or the possible administrative costs of trying to implement this 
'sort of a program.

Mr. FINDLEY. Let me just observe that the purpose of that amend 
ment which I think was broadly supported on both sides of the aisle 
in this committee was to enhance the reliability of the United States as 
;a supplier of grain. We have a tremendous stake in such reliability. 
'Any kind of export control prospect, of course, puts some kind of a
•cloud over'this responsibility; however, one which would impair the 
right of a purchaser to take custody of grain that he had bought and 
paid for would indeed put a large cloud over U.S. reliability.

' CONGRESSIONAL ROLE REGARDING EXPORT CONTROLS ON AGRICULTURAL 
'• : COMMODITIES

I also call your attention to the next question, section 105 which ex-
. presses the right of Congress by concurrent resolution to overturn the

: imposition of export control on agricultural commodities. You speak
of that as being a questionable legislative encroachment on executive
branch responsibilities. Yet. I call your attention to the bottom of

• the first page of comments when you refer -with approbation, it would
seem, to the fact that Congress may by concurrent resolution or the

' President may b}*- proclamation terminate the authority granted by the
•act. So it looks as though on page 1 you cite this as a favorable type of 
arrangement or at least one which you accept and recognize.
•' Mr. DOWNEY. Mr. Finclley, the Department of Justice is preparing a 
complete report on that question and that should be in your hands 
shortly. I hope that will satisfy your concerns.

Mr. FINDLEY. Thank you.
.Chairman ZABLOGKI. Mr. Solarz.
Mr. SOLARZ. Thank you, Mr. Chairman.

; REPORTING REQUIREMENTS

: In your testimony. Mr. Downey, you indicated that if this legisla 
tion was adopted a substantial amount of the reporting requirements 
'pursuant to which existing boycott provisions could be eliminated. 
Could you give us some examples of the kinds of reporting require- 

' : ments which you have in mind here ?
'•'• Mr. DOWNEY. My intention was to suggest that as we understand 
'Secretary Vance's testimony on March 1 there was a suggestion that 

} 'the committees and the administration would be able to work together 
1 to see if a new version might be worked out that would allow us to 

''• 'eliminate some of the reports.
; Mr. SOLARZ. Which reports in particular do you think could be 
eliminated and which do you think should remain? 

1 - ; ' Mr. DOWNEY. Mr. Brady will address that.
• "-, Mr. BRADY. Sir, if the new legislation should outlaw a certain type 
' 'of request, then there is the question of the utility of haying those
•requests reported.

Mr. DOWNEY. I might offer an illustration on that. In the. 6 months 
ending last September, that is the middle half of the year, we had
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118,000 boycott requests reported to us. Ninety-five percent of those 
boycott requests were the following types: . >

(1) Eeporting that the goods to be exported are not of Israeli 
origin or do not contain Israeli parts;

(2) That the supplier or vendor or manufacturer is not black 
listed ;

(3) That the carrier or that the airlines is not blacklisted; and
(4) That the insurance company is not blacklisted.

Now, conceivably if some of those types were eliminated from the 
reporting requirement, we could significantly reduce what is reported 
tons.

Mr. SOLARZ. Now, let me see if I understand this correctly. You are 
saying that you would still obligate individuals who received boycott- 
related requests to report the fact that they received such requests to 
you, but you would not require them to report those requests which 
required them to disclose information which they were legally pro 
hibited as a result of it ?

Mr. DOWNEY. All I am suggesting is that depending upon the new 
legislation and what form it finally takes, it is possible that some types 
of boycott requests which are now reportable need not be reported 
any more.

Mr. SOLARZ. This is what I am trying to get at. There is an under 
lying principle here which would distinguish those requests which 
should be reportable from those requests which should not be report- 
able relating to whether or not a complying with the request is legal OP 
illegal.

Mr. DOWNEY. It could.
Mr. SOLARZ. What would be another basis for it other than that?
Mr. BEADY. The fact that we now require full and complete re 

ports on the part of exporters as well as service organizations—banks,, 
freight forwarders, et cetera.

Mr. SOLARZ. What kind of information do the service organizations 
report now ?

Mr. BEADY. Exactly the same information that is reported by, the 
exporter on a separate reporting form. It basically refers to the same 
transaction. The service organization requirement is a fairly recent 
requirement.

Mr. SOLARZ. Who established that requirement ?
Mr. BEADY. The administration did.
Mr. SOLAEZ. But the same logic would presumably apply to the 

existing situation. In other words, if you tell me we don't need the 
service organizations to report the same thing as the exporters are 
reporting if the bill passes, why should they have to report the same 
tiling that the exporter is reporting if the bill does not pass ?

Mr. BEADY. I think, sir. what we are saying is that in the course of 
formulating new legislation, we would look at the utility of having all 
of the organizations repoit in the same manner. I don't think there 
has been any clear decision on how it should be done. . j

Mr. SOLARZ. In order to obviate the necessity for the kind of report-' 
ing that you seem to feel would be redundant or irrelevant, although 
you have not made quite clear what you consider redundant or rele 
vant, would that require an amendment to the bill or would you have
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the authority if this bill passed in existing form to waive the kind of 
reporting requirements you have in mind to eliminate ?

Mr. DOWNEY. Let me consult with Mr. Brady.
Mr. BRADY. It is my understanding that we could probably admin 

istratively change some of the reporting requirements.
Mr. SOLARZ. I am not sure that I know what you are talking about 

and I am not sure that you know what you are talking about nor 
that anybodjr here knows what you are talking about. We are going 
to be marking this bill up, I would imagine, in about a week or so 
and to the extent that your proposals have any merit, I think it would 
be useful for the committee if you could commit them to writing and 
if you could give us for the record prior to the time we go into the 
markup a memo indicating which reporting requirements if this 
legislation passes substantially intact you believe should be eliminated 
and the extent to which you would have the administrative authority 
•on your own to eliminate, the extent to which it would require an 
amendment to the bill in order to remove the obligation from you.

My own sense is that if there is any meaningful criteria here it 
relates to whether or not the material which is being reported is illegal. 
In other words, I don't know whether there is a problem of self- 
incrimination here. I suppose there is not, but one can hardly expect, 
I can imagine, people to report that they have complied with requests, 
the compliance with which is manifestly illegal. So in that sense I 
would imagine it would tend to be redundant. Would you agree with 
that?

Mr. BRADY'. It would seem so.
Chairman ZABLOCKI. The witness will supply that for the record.
Mr. DOWNEY. Yes.
[The information subsequently supplied follows:]
We do not believe there is any problem with respect to double jeopardy. Firms 

are required to report the receipt of discriminatory requests, compliance with 
which is prohibited, on Form DIB-630P. This form does not ask the firm to 
indicate whether it has complied with the prohibited-type request. Rather, 
the form requires the firm to certify that it has not complied.

Chairman ZABLOCKI. Mr. Ireland.
Mr. IRELAND. Mr. Chairman, I yield back the balance of my time.
Chairman ZABLOCKI. Mr. Pease.
Mr. PEASE. Thank you, Mr. Chairman.

PUBLIC AVAILABILITY OF INFORMATION

I would like to direct Mr. Downey's attention to the copy of the 
form, the one-page form, which vendors are asked to supply. I am 
curious to know how this is handled. Is the information on this form 
available to the public on any basis now ?

Mr. DOWNEY. Yes, sir, this is the public form but, on request busi 
ness proprietory information is deleted.

Mr. PEASE. OK. The box on No. 10 allows exporters to check cer 
tain items and then request that it not be made available to the 
public. Does the Department honor those requests ?

Mr. DOWNEY. Yes, sir, and that is why we have this form in this 
way so that we can just cut the bottom part off and the top part is 
made available to the public and the bottom part is not.
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Mr. PEASE. Mr. Downey, I am curious about the third box down in 
No. 10 which says, "The information shown in blank above contains 
business proprietary information."

Would it be possible for an exporter to say "The information shown 
in 1 through 9 above contains proprietary information," and, if so, 
would you honor that request ?

Mr. DOWNEY. No, sir, I do not think he could do that. We would 
send that back to him and say, "You have not filled it out properly."

Mr. PEASE. All right.
[The form referred to follows :]

U.S. DEPARTMENT OF COMMERCE

REPORT OF RESTRICTIVE TRADE PRACTICE OR BOYCOTT REQUEST 
THAT DISCRIMINATES AGAINST U.S. CITIZENS OR FIRMS ON THE 
BASIS OF RACE, COLOR, RELIGION, SEX, OR NATIONAL ORIGIN 

(For reporting requests defini-d in §369.2 of the Export
Administration Regulations)

fleove blank)

(he quantity, value, commodity and (he foreign 
consignee, the release of which could place re 
porting entities at a compeiiti»e disadvantage, 
will be withheld from public disclosure pursuant 
to applicable provisions of (her Freedom of Infar-
mation Act, as amended, (5 U.S.C. $552) when t 
quested by the reporting entity.

This report is required by law 50 U.S.C. A pp . §2403(b); P.L. 94-362; E.G. 11533, as amended by E.O. 11907; 50 U.S.C. App. 5(b); E.O. 11940;

1. Name and address of firm submitting this report: 

Name: 

Address:

City, Scare & Zip: 

Telephone:

3. To the extent lent

(b) Name of country directing inclusion of request (if diffei 
(torn (a) above):

I__| txportcr |__j Insu 

CU Carrier Q Othe. 

If not exporter, give expo

j Forwarder £3 Bank

Nai

Address:

City, State A Zip:

6. Date request was received by me/us:

7. Specify t

I ] Invitation to bid 
£] Trade opportunity

G Other (Specify) _

[~] Letter of credit

QJ Published import regulation 
|——| Cable or letter 
Q] Consular request

, NOTE: Compliance with requests defined in §369-2 is prohibited.! certify that I/We have not complied with the request reported 
IcAjpmd belief? statcments an "> onwtion conwme report correct to t e my

Sign hara in ink

(Signature ol per*on completing report)

Typ« or pri

propriace, check the box(es) below:

H The information shown in 10 (a) below contains business proprietary Infor 
The information shown in 10 (b) below contains business proprietary infoi

i 10(b) below. If ap-

[—1 The information shown in_ above contains business proprietary informatioi
r~~l Because disclosure to the public of the information identified by the box(es) checked above would place reporting

elpi Consign**:

Addr,,.:
City end Country:-

10 (b) Technical data/com modltl.s:

Quantity:

DUPLICATE (First Copy) Submit to Offic. of Export Administrate
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CONGRESSIONAL VETO OF EXPORT CONTROLS ON AGRICULTURAL COMMODITIES

Mr. PEASE. Next I would like to return to the comments of your coun 
sel on this bill at page 4, the provision which says that the Congress 
would have 30 days to adopt a concurring resolution disapproving 
the action of the President in imposing controls over agricultural 
commodities.

The comment under that section indicates that it would give Con 
gress a veto over an action by the President and your attorneys think 
that that would be both unworkable and legally questionable. I think 
the situation is analogous to the provision of reorganizing the execu 
tive branch where the President has asked us to pass a law giving 
him the right to reorganize various Departments subject only to veto 
by the Congress passing of a resolution by either House. In your 
research on this point you might coordinate it with those legal advisers 
of the President who are telling him that that is a legally acceptable 
way to proceed.

Mr. DOWNEY. I will be sure to communicate that to the Department 
of Justice and they will undoubtedly take it into account when they 
report to you next week.

Mr. PEASE. Thank you very much.
Thank you, Mr. Chairman.
Chairman ZABLOCKI. Mr. Buchanan.
Mr. BUCHANAN. Mr. Chairman, I have no questions. Thank you 

very much.
Chairman ZABLOCKI. Mr. Burke.

USE OF FUNDS FOR EXPORT ADMINISTRATION

Mr. BURKE. First of all, I apologize for being late. I had to attend 
another committee meeting and I hope my questions to you have not 
already been covered.

In your statement you said that you intend to spend $400,000 on 
antiboycott activities for the fiscal year 1977, but I note that you did 
not make any comment of what expenditures would be made in fiscal 
year 1978.

Mr. DOWNEY. Well, sir, that will depend on what legislation is final 
ly adopted.

Mr. BURKE. Second, Avhat do you intend to spend that $400,000 on 
and what phase, and, second, how did you reach the figure that that 
would be an adequate amount ?

Mr. DOWNEY. We can supply for you, if you would like, sir, the 
breakdown. As I had indicated earlier, we have not specifically ear 
marked funds for the boycott program as a separate item, but the ex 
penditures of funds and personnel fall within two existing line items— 
in our compliance activities and our operations activities. We can sup 
ply for the record what they entail.1

Mr. BURKE. Without objection, I would prefer that you do that then.
Mr. DOWNEY. Fine.
Mr. DOWNEY. Essentially the heaviest personnel burden is simply 

opening the envelopes and taking out these 100,000 forms and then 
reviewing them and making sure that——

1 The information requested Is contained within the letter on p. 69.
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Mr. BURKE. You are talking now about the license effect of these 
or the reports ?

Mr. DOWNEY. I am sorry, I misunderstood you. I thought you were 
discussing the antiboycott reports. .

Mr. BUKKE. Yes; I am.
I notice on page 8 of your statement you also talk about reports 

at that point but in your statement on page 4 your reference is to 
applications.

Mr. DOWNEY. On page 4, sir ?
Mr. BURKE. Yes, sir. Although you talk about the program itself, 

you state——
Mr. DOWNEY. I am sorry. The top of the page ?
Mr. BURKE [reading:]
"We will process approximately 60,000 export license applications."
Mr. DOWNEY. Yes, sir.
Mr. BURKE. Are you talking about now the licenses or the $400,000 

or are you talking about the reports and the examination of reports ?
Mr. DOWNEY. No, sir. On my copy it is the top of page 5 where we 

talk about approximately 60,000 export license applications.
Mr. BURKE. Yes.
Mr. DOWNEY. Those are short supply, foreign policy or national 

security programs. The other that we are speaking about is for the 
antiboycott reports and they are separate.

Mr. BURKE. And the $400,000 then actually will be spent on the 
examination of the report itself and that is the reason you said you 
had nothing for fiscal year 1978 ?

Mr. DOWNEY. Yes, sir.
Mr. BURKE. I have no further questions.
Chairman ZABLOCKI. Mr. Cavanaugh.

BURDENSOMENESS OF REPORTING REQUIREMENTS

Mr. CAVANAUGH. I, like everyone else, am still totally befuddled by 
the alleged burdensomeness of the boycott of the report. First of all, 
is it your consideration that the current reporting requirements are 
excessively burdensome upon American business ?

Mr. DOWNEY. I think the business community has said that they find 
this an unnecessary burden. I cannot speak to the question of whether 
it is excessive or not. I think this must be viewed in the general context 
of reports required by the Government as a whole. As you are well 
aware, there is a great discomfort with the increasing number of re 
ports being required by the Government. This is just one more.

Mr. CAVANAUGH. Is there any report other than DIB-621P that is 
required pursuant to this act by the Department ?

Air. DOWNEY. No, sir. that is the only one and DIB-630P for dis 
criminatory requests.

Mr. CAVANAUGH. So if there is any excessive burden, it is contained 
on this page ?

Mr. DOWNEY. Well, the excessiveness to which you are speaking, I 
think, refers in part to those who have to submit such a form. I don't 
think there is any great complaint about the information that they 
must supply on the form, but I think there are a lot of people who feel 
that they should not have to submit.
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As Mr. Brady said, the question of the service organizations, the 
banks, the shipping lines, freight forwarders reporting the same in 
formation that we have gotten elsewhere.

Mr. CAVANATTGH. It was my understanding that you are referring 
to Secretary Vance's statement and I didn't understand it when he 
made it that there was some excessive requirement in connection with 
the boycott reporting requirements. You talk in some other nebulous 
form about that. I want a clear understanding myself that this is the 
only thing that is required, this form.

Mr. DOWNEY. Yes, sir.
Mr. CAVANAUGH. D1B-621P which consists of 10 questions, 10 sep 

arate blocks. Is there any specific block there that your Department 
feels is not necessary to carry out the terms of the act?

Mr. DOWNEY. I am afraid I cannot answer that, sir. We had not pre 
pared ourselves in this particular hearing to address these questions. 
We will submit that for the record if you would like. 1

Mr. CAVANAUGH. All right.
Mr. DOWNEY. But you are correct, this is the only reporting form. 

In addition, there is supplementary material which would have to be 
supplied with this, Xerox copies.

Mr. RYAN. Would the gentleman yield ? I would like to ask a ques 
tion.

Mr. CAVANATTGH. Yes.
Mr. EYAN. You have used two words that have a different impact 

on me. One is "unnecessary" and the other is "excessive."
"Unnecessary" to me means a matter of judgment in which your 

judgment versus my judgment is equated one against the other on a 
1-to-l basis. Whether you think it is necessary or not and whether I 
think it is necessary or not are two different things depending on our 
national perception of what national policy ought to be.

On the other hand, "excessive" is a word which, it seems to me, ought 
to be one which you use to describe a condition which you believe to 
be burdensome. I am willing to listen, and I believe Mr. Cavanaugh is. 
I don't want to put words.in his mouth. Anybody on this committee 
is willing to listen to your exposition in regard to what the word "ex 
cessive" means but I think if I understand the gentleman from 
Nebraska correctly you have not quite denned it yet.

Mr. CAVANAUGH. If I could continue.
Mr. RYAN. I thank the gentleman for yielding.
Mr. CAVANATJGI-I. My understanding of the terms under H.R. 1561 

in the current law—I cannot discern any appreciable or any increase at 
all in your requirements upon the Department in terms of additional 
bovcott information. Is there anv ? Or responsibilities ?

Mr. DOWNEY. Would you permit us to answer for the record on 
that?

1 Mr. Downey Rubsenuently Informed the committee that it would be necessary to see the 
legislation in its final form before it could respond to this question.
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COST OF PROCESSING BOYCOTT REPORTING FORMS

Mr. CAVANAUGH. Well, I mean it goes to the heart of your whole 
proposal here. You want to add $700,000 and 30 people to carry out 
boycott responsibilities. I don't see where the boycott responsibilities 
have been increased over the current law through this legislation. 
Have they ?

Mr. BRADY. Sir, if I may answer that question. We have stated in the 
testimony that we will spend approximately $400,000 in fiscal year 
1977 to process these reports and to effect compliance. Those resources 
are not earmarked in the budget, and they comprise basically two 
things: Funds for temporaries and the proportionate, cost of the perma 
nent personnel in the office that we have diverted to this effort from 
their other tasks. Basically, the reason we have the'funds to hire the 
temporaries is because there was a reprograming action last year to 
give us more technical personnel to license cases. We have not been 
able to bring those technical personnel onboard as quickly as we would 
have liked and, therefore, we have had this residue of money. That is 
why we are able basically to tell you that we have got $400,000 with 
which to process the reports.

But. that $400.000 is inadequate. We are not able to do the job. We 
have a substantial backlog of boycott reports waiting in the office to be 
processed. So what we are saying is that under our estimate we need 
$661,000 basically to process the reports that are coining in at about 
the rate of 550 a day.

Mr. CAVANATJGH. The answer to my question is no ?
Well, the question was again that the additional $700,000 and the 

additional 30 personnel are not the result of additional burdens or 
requirements contained in H.R. 1561 in connection with the boy 
cott but rather are a continuation or actual fulfillment of current 
responsibilities ?

Mr. BRADY. Yes, sir.
Mr. CAVANAtrGH. Because we are not significantly changing the law. 

We are not adding significant increases in terms of boycott require 
ments.

Mr. BRADY. That is correct.
Mr. CAVANAUGH. All right.
Thank you.
Chairman ZABLOCKI. We have completed the first round of the ques 

tions. We will start over again.
Mr. Bingham.
Mr. BINGHAM. Mr. Chairman, I have no more questions at this time. 

I would like to reserve the right, if I have unanimous consent, to sub 
mit additional questions in writing.

Chairman ZABLOCKI. Without objection, the request of the gentle 
man will be honored.

[The information follows:]
CONGRESS OF THE UNITED STATES, 

COMMITTEE ON INTERNATIONAL RELATIONS,
HOUSE OF REPRESENTATIVES, 

Washington, D.C., March 7, 1977. 
Mr. ARTHUR T. DOWNEY,
Deputy Assistant Secretary for East-West Trade, 
Department of Commerce, Washington, D.G.

DEAR MR. DOWNEY : As I indicated at this morning's hearing, I would like to 
request your written response to several questions which arise from your testi-
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mouy and from the General Counsel's letter dated March 2. It would be most 
helpful if this information could be provided before markup on March 14. 

:. 1. Please provide the most specific information you can on where the new posi 
tions you are requesting would fit into your organizational scheme, at what levels, 
and what duties they would perform.

2. Which of the positions will be eliminated in order to reduce your second- 
year costs?

3. Will it be possible to return to the current staffing level, or even to reduce 
.the current level, once you have been able to introduce new efficiencies into the 
system?
• 4. What consideration has been given to possible use of outside consultants 
rather than permanent new employees, especially for special studies and projects 
of the type required by sections 113 and 117? How many of the requested new 
ppsitions could be eliminated by using temporary consultants? What advantages 
or' problems would this pose?
: 5. On page 5 of the General Counsel's letter, second paragraph from the bot 
tom, our intent is in accord with your recommendation that the applicant need 
only be informed of the substantive issues which would affect the decision or 
cause the delay. Would you recommend report language or, if you consider it neces 
sary, statutory language to this effect? Given that this requirement is not as 
broad as you had thought, can you reduce your request for new positions on that 
basis?

6. On page 10 of the General Counsel's letter, you refer to committees of "ap 
propriate jurisdiction." In your statement, who should determine what is a com 
mittee of appropriate jurisdiction? .Also, why is the language recommended 
at the bottom of page 10 necessary?

•I will appreciate your urgent attention to these questions.
Sincerely, 

,-..-, JONATHAN B. BINGHAM,
Chairman, Subcommittee on International

Economic Policy and Trade.

MABCH lo, 1977. 
Hon. JONATHAN B. BINGHAII.
Chairman, Subcommittee on International Economic Policy and Trade, 
Home of Representatives, 
Washington, D.G.

DEAR MB. CHAIRMAN : This will respond to your letter of March 7, 1977, in 
which you requested a written response to several questions.

•The answers to questions 1 through 4 are set forth in Attachment A. With re 
spect to question 5, we have noted the Subcommittee intent that applicants need 
only lie informed of the substantive issues which would affect licensing decisions 
or cause delays in making such decisions. In our judgment, it would be preferable 
to reflect this intent in the statute itself, and suggest the language in Attach 
ment B. We do not believe that the modification will affect to any significant 
degree our need for personnel to handle the increased workload occasioned by the 
amendment proposed in Section 106. As you will note from Attachment A, the 
personnel requirement in terms of professional competence is a modest one.

In response to question number 6, committees "of appropriate jurisdiction" 
could be a matter for determination by the appropriate congressional parliamen 
tarian, if you deem that more appropriate than having the Secretary of Com 
merce decide. Also, we believe that the language recommended at the bottom of 
page 10 of the General Counsel's letter to Chairman Zablocki is necessary to 
insure that the stated types of information we received under the Act fall 
clearly within the provisions of exemption (3) of the Freedom of Information 
Act. as amended by the Government in the Sunshine Act. We should also note 
that Subcommittee staff have discussed this amendment in detail with Messrs. 
Meyer and Knowles of this Department. Suggested revised language is set forth 
in Attachment C, together with an explanation of the revisions.

If you have further questions, please raise them with me. 
Sincerely yoiirs,

ARTHUR T. DOWNEY, 
Deputy Assistant Secretary for East-West Trade.Attachments.
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ATTACHMENT A
Question 1. Please provide the most specific information you can on where the 

new positions you are requesting would fit into your organizational scheme, at 
what levels, and what duties they would perform.

Answer. The location of the new positions, their levels and duties will be as 
follows:

Nurnler and level
Sec. 115: Office of the Director (2 GS- 

11/12 and 2 GS-5).

Sec. 117:
Policy Planning Division (1 GS- 

12/13).

Computer Division (2 GS-12/13
technicians and 1 GS-5 clerical). 

Electronic. Equipment Division (2
GS-12/13 technicians and 1 GS-5
clerical). 

Capital Goods and PM Division (2
GS-12/13 technicians and 1 GS-
.5 clerical).

Sec. 106: Operations Division (1 GS- 
11/12 and 3 GS-5).

Sees. 110 and 115: Operations Division 
(1GS-11/13).

Sec. 113: Operations Division (2 GS- 
18).

Duties
Coordinate the receipt and review of the 

incoming technology transfer reports 
and prepare analysis, statistical data 
and semiannual reports on technol 
ogy transfers required by sec. 115. 

Coordinate development of positions 
for list review required by sec. 117, 
among technical personnel in divi 
sions, technical advisory committees, 
other U.S. agencies and Cocom part 
ners. Participate in interageucy 
working groups in reviewing and co 
ordinating U.S. position in Cocom. 

Provide the technical basis and detailed 
analysis of the technological prodvict 
areas encompassed by the list review 
to arrive at agreed U.S. position as 
to what the level of control on the 
technology and commodities should 
be prior to our negotiations with our 
Cocom partners and react to pro 
posals submitted by other Cocom 
partners. Work closely with techni 
cians in other agencies and the 
TAC's.

Responsible for (a) reviewing case his 
tory of each application that will be 
held more than 90 days and prepar 
ing letter to applicant giving list of 
questions raised and negative con 
sideration advanced by the concerned 
agencies; (&) assuring that response 
from applicant is properly dissemi 
nated; (c) assuring that applicant 
has opportunity to review wording of 
description of proposed export prior 
to referral to Cocom, and (d) as- • 
suring that specific statutory basis 
for denial is included in informa 
tion to applicant.

Responsible for keeping close touch 
with the activities of the 7 techni 
cal advisory committees so as to be ' 
able to prepare report in the detail 
required by sec. 110, as well as to as- ; 
sem'ble data required and prepare re-1 
ports required by sec. 115. 

1 management analyst and 1 technical 
writer/editor are required to re 
view the export administration regu 
lations and work with our advisory 
agencies and the 7 technical ad 
visory committees on those portions i 
that need simplification, including1 ' 
the commodity control list. •
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Operations Division (10GS-4/5) —

Compliance Division (5 GS-11 and 
2GS-5).

Title II:
Operations Division (6 GS-7/9). Responsible for reviewing and tabulat 

ing boycott reports; returning for 
correction incomplete or incorrectly 
submitted reports; following up on 
subsequent receipt of returned re 
ports ; following up on reports where 
action 'by reporting firm was unde 
cided at time of submission; refer 
ring reports indicating violations of 
regulations to Compliance Division 
for appropriate action ; referring re 
ports indicating violations of regula 
tions to Compliance Division for ap 
propriate action; referring discrim 
ination or antitrust reports to appro 
priate agencies and performing other 
nonclerical activities associated with 
the boycott reporting requirements. 

Clerical force required for proper proc 
essing of boycott reports, including 
numbering name file maintenance, 
filing and preparation of form letters 
(a) returning deficient reports and 
(&) following up on response to the 
form letters.

Enforcement program ; i.e.. assure com 
pliance with the antiboycott regu 
lations. 5 special agents responsible 
for field investigations to verify and 
document boycott violations and to 
prepare presentations to the Office 
of General Counsel for Administra 
tive sanctions; 2 clerks to support 
the special agents by conducting file 
checks, typing and the general cleri 
cal duties.

Identify eligible commodities for stor 
age procedure and (a) review ex 
port sales contracts and warehouse 
receipts, (6) process applications for 
registration and for replacement of 
stored commodities and (c) issue cer 
tificates of registration for export. 

Maintain and operate the freedom of 
information facility which files and 
maintains boycott reports for public 
viewing.

Question 2. Which of the positions will be eliminated in order to reduce your 
second-year costs?

'Answer.-As the Export Administration Act Amendments currently read, there 
will be no drop-off in the number of positions from the first to the second years 
of the Act. The difference in.resource level between years is $180,000 and is the 
result of non-recurring, startup costs.

Question 3; Will it he possible to return to the current staffing level, or even 
to reduce the current level, once you have been able to introduce new efficiencies 
Into the system?

.Question 4. What consideration lias been given to possible use of outside con 
sultants rather than permanent new employees, especially for special studies and 
projects.-of the type required by Sections 1.13 and 117? How many of the re 
quested new positions could be eliminated by using temporary consultants? What 
advantage or problems would this pose?

Answer to 3, and 4. In assessing the resource requirements of the proposed 
amendments, we have given some preliminary consideration to the possible use 
•of outside consultants. It may be that we will be able to use consultants on

.Sec. 104 f'Short Supply Division (4 
GS-ll/12and2GS-5).

Title II: DIBA Freedom of Informa 
tion Facility (2 GS-9/11).
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contracts in some areas such as the study required by Section 107. However, we 
do not anticipate the possibility of using consultants with regard to fulfilling 
obligations in many of the other proposed requirements either because of the 
technical expertise required, the classified nature of the material being dealt 
with, or the ongoing nature of the tasks assigned. Therefore, we do not anticipate 
the staffing level being changed.

ATTACHMENT B 

PERIOD FOK ACTION ON EXPORT LICENSE APPLICATIONS
SEC. 106. Section 4(g) of the Export Administration Act of 1969 as amended 

to read as follows:
"(g) (1) It is the intent of Congress that any export license application re 

quired under this Act shall be approved or disapproved within 90 days of its 
receipt. Should such 90-day period expire with respect to any such export li 
cense application, the Secretary of Commerce or other official exercising author 
ity under this Act shall immediately take action approving the application, deny 
ing the application, or informing the applicant why additional time to consider 
the application is required. Should additional time be required, the applicant 
shall be notified in writing of: (A) The specific circumstances requiring addi 
tional time; (B) The estimated date when a final decision on the application 
will be made; and, (C) To the maximum extent consistent with the national 
security of the United States, the questions and negative considerations ad 
vanced by any agency or department of the Government which substantively 
affect the final decision on the application. In each such case, the applicant shall 
be accorded an opportunity to respond in writing to such questions and consid 
erations prior to final approval or disapproval of the application by the Secre 
tary of Commerce or other official exercising authority under this Act. In making 
such final approval or disapproval, the applicant's response, if any, shall be 
taken fully into account.

"(2) Whenever the Secretary of Commerce or other official exercising author 
ity under this Act determines that it is necessary to refer an export license 
application to any other agency or department of the Government for review and 
advice thereon, he shall first, if the applicant so requests, provide the applicant 
with an opportunity to review any documentation to be submitted to such agency 
or department for the purpose of describing the export in question, in order to 
determine whether such documentation accurately describes the proposed export.

"(3) In any denial of an export license application, the applicant shall be in 
formed in writing of the specific statutory basis for such denial.".

ATTACHMENT C 

AVAILABILITY OF INFORMATION TO CONGRESS
SEC. 112. (a) Section 7(c) of the Export Administration Act is amended to 

read as follows:
"(c) No department, agency, or official exercising any functions under this 

Act shall disclose the following unless the head of such department or agency 
determines that the withholding thereof is contrary to the national interest: 
(1) information contained in export license applications, export licenses, or 
supporting documentation; (2) information contained in reports required by 
this Act or by the Export Administration Regulations; (3) investigations .or 
compliance proceedings instituted in connection with an alleged violation of 
the Export Administration Regulations or this Act; or (4) information concern 
ing the intra-agency, inter-agency, or intergovernmental consideration of mat 
ters relating to items 1, 2 and 3 of this subsection. Regarding items (1), (2) and 
(3) of this subsection, a specific request for confidential treatment must be made 
by the person furnishing such information. As to item (4) of this subsection, 
such information shall be entitled to confidential treatment. Nothing in this sec 
tion shall be construed as authorizing the withholding of information, upon re 
quest of the Chairman, from committees of Congress of appropriate jurisdiction. 
Such information shall be accorded confidential treatment by the committee, and
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may be disclosed only upon determination by the committee that the with 
holding thereof is contrary to the national interest."

(b) Section 4(c) (1) of such Act is amended by inserting immediately before 
the period at the end of the last sentence thereof "and in the last paragraph of 
section 7 (e) of this Act."

EXPLANATION CONCERNING SECTION 7(c)
Protection of the types of information delineated in Items 1, 2 and 3 of the 

proposed amendment to Section 7(c) of the Export Administration Act of 1969, 
as amended (the Act), is required in order to continue to assure the exporting 
community that the identity of exporting firms, their markets, customers, and 
details of business transactions, as well as details of investigation and compli 
ance proceedings instituted under the Act, will be held in confidence by the Gov 
ernment when such treatment is requested by the person furnishing such infor-. 
mation.

Certain of the exemptions of the Freedom of Information Act, as amended, 
other than the (b) (3) exemption for material exempted by statute, might be 
applicable to some of this information; however, each of these exemptions is 
limited in scope. For instance, these other exemptions would likely not protect 
either the names of exporters or of their consignees. The fact of a firm entering 
a market, or their customer list, is very sensitive trade information. Release of 
this information when analyzed with other pertinent data regularly released 
by the Department (i.e., on a daily basis, such data as a general description of 
the commodity, value, and country of destination), vital information reflecting 
the trade and commercial position of each company could be revealed. This 
would likely damage export companies which are in the process of developing 
overseas markets. This problem is exacerbated by the fact that the sensitive 
company information is required to be submitted by law. Thus, it is only fail- 
to the reporting entity that the Government provide adequate statutory assur 
ances of confidentiality concerning the disclosure of that data.

However, in order to limit the scope of Section 7(c) to that which is neces 
sary, where a specific request for confidential treatment of information is not 
made by the person submitting the information delineated in items 1, 2 and 3, 
the information would not be treated on a confidential basis. This would clearly 
put the burden on the reporting entity to come forward, state that the informa 
tion is sensitive, and request that it be held in confidence.

Information reflected in items 4 would continue to provide necessary con 
fidential treatment for information obtained from another agency, an inter 
national organization or foreign government, or developed by the agency itself, if 
it relates to the areas listed in items 1, 2 and 3. This would permit the free 
exchange of information for proper intra-agency, interagency and international 
consideration of matters involving national security, foreign policy or short 
supply export controls, as required by the Export Administration Act of 1969, 
as amended.

Examples of matters which would be covered by this item are consultations 
with the Secretary of Defense regarding requests to export goods or technology 
to controlled countries, the participation of the U.S. in COCOM and the review 
of certain export applications of U.S. exporters by that organization, and con 
sultations with foreign governments regarding investigations and compliance 
matters. In addition, this provision could protect the sources of information 011 
such matters.

No matter how Congress decides with respect to the future of Section 7(c), 
however, it should revise the present section to make clear that Congress intends 
that material received under the Export Administration Act of 1969, as amended, 
shall continue to be fully protected from public disclosure by the (b) (3) 
exemption of the Freedom of Information Act, as amended, regardless of the 
impact of the Government in the Sunshine Act. Information submitted by the 
U.S. exporting community under the Export Administration Act and its pred 
ecessor statute, the Export. Control Act of 1949, as amended, was submitted 
with the clear understanding that such information would be given confidential 
treatment pursuant to specific provisions of those Acts for over 27 years. The 
firms submitted sensitive business information on the basis of this express 
pledge of confidentiality, which was set forth in the export application forms 
and elsewhere by the Department, and our ability to obtain the information
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necessary to properly administer the Act may be affected if we are unable 
to adhere to previously extended commitments concerning confidentiality. If 
disclosure is made retroactive, particularly in the boycott area, we may stigma 
tize certain firms which will then decide, due to the stigma they will already 
be carrying, that they will continue past practices. We would thus create a 
disincentive to adherence to national policy. It should be noted that both houses 
of Congress recognized this point with regard to reporting by U.S. firms of 
boycott-related requests during the 94th Congress when both the House and 
the Senate passed bills providing for prospective, but not retroactive, disclosure 
of boycott reports. Similar provisions are contained in current bills being con 
sidered during this session of Congress regarding the release of certain informa 
tion contained in boycott reports (H.R. 1561, S. 69 and S. 92).

Chairman ZABLOCKI. Mr. Rj7an.
Mr. RYAN. No questions.
Chairman ZABLOCKI. Mr. Buchanan.
Mr. BUCHANAN. No questions.
Chairman ZABLOCKI. Mr. Solarz.
Mr. SOLARZ. No questions. [Laughter.]
Chairman ZABLOCKI. Do you feel all right ?
Mr. Burke.
Mr. BURKE. I have one more question.

•; BOYCOTT REPORTING REQUIREMENTS

What reports do you refer to of the boycott reports that you can 
eliminate? In other words, in the statement many of the boycott re 
ports now required from American companies should be eliminated. 
What should be eliminated ?

Mr. DOWNEY. This is going to be a function of what is being dis 
cussed between Secretary Vance and this committee.

Mr. BUHKE. I don't know. You make an affirmative statement and 
then without even knowing what you are talking about——

Mr. DOWNEY. I think I was quoting Secretary Vance and the point 
was simply that if the law is changed or if the regulations are changed 
we may be able to reduce that which you want reported. I can give you 
the example I gave before; that 95 percent of the reports that we now 
receive address such points as: Are the goods which are to be exported 
of Israeli origin? Is the vendor blacklisted? Is the carrier blacklisted? 
Is the airline and the insurance company blacklisted ?

If you elect not to have this information reported, we can eliminate 
those from our reporting requirements.

Mr. BURKE. In other words, it is a matter of the questions that are 
put to the exporter ?

Mr. DOWNEY. Yes, sir.
Mr. BTTRKE. Who determines those questions, the Commerce 

Department ?
Mr. DOWNEY. Well, I think the questions that are asked will be a 

function of the law and the legislative history.
Mr. BURKE. You now say that these could be eliminated ?
Mr. DOWNEY. I don't think we said that they could now be eliminated.
Mr. BURKE. You say many of the boycott reports now required could 

be eliminated, and all I ask you is what reports ?
Mr. DOWNEY. Well——

87-231—77-
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Mr. BURKE. You said it was a matter of not reporting. It is a matter 
of the questions asked in the reports so technically some of the reports 
might be——

Mr. DOWNEY. Well, we have only one report, a single report. This is 
what, it looks like.

Mr. BTJRKE. I have a copy of it up here.
Mr. DOWNEY. Yes, sir. The report asks a variety of questions about 

documentation and the request that had been made. If you eliminate 
certain of those questions, you can eliminate the need for certain types 
of persons reporting. As we indicated earlier, if you are able to elimi 
nate the services, the freight forwarders and insurance companies and 
banks which are reporting now on transactions, which the exporters 
also report on, you can eliminate a category of reporting.

Mr. BURKE. How can you determine any violations unless you are 
strict and forwarding your questions with regard to the information 
rule?

Mr. DOWNEY. Well, we would intend it to be on the questions that 
we ask, the information that we receive, but it will all depend on what 
you will finally work out regarding what is to be prohibited. We will 
enforce compliance with that once we know it.

Mr. BURKE. Well, that was part of my question also. Who put these 
questions up to the Commerce Department ? Did the State Department 
do it? Or did the Members of Congress? We didn't write these 
questions.

Mr. DOWNEY. No, sir, the questions have been worked out among 
several agencies, principally the Commerce Department and the State 
Department.

Chairman ZABLOCKI. Mr. Cavanaugh.

PERSONS REQUIRED TO FILE BOYCOTT REPORTS

Mr. CAVANAUGH. Yes, Mr. Chairman, I have some additional 
questions.

I am concerned about your comment here in terms of categories 
under the boycott. It seems to me this is a very simple law and it has 
a very simple reporting requirement. The law states the policy of the 
country—well, under the article III, subsection 5 states the entirety 
of the law. It is a simple statement. •

"The United States restrictive trade practices." That is a very clear, 
concise statement. Then section 4(b) states the reporting requirement 
that is substantially unchanged in the proposed legislation. Both pieces 
of legislation say such rules and regulations, each U.S. person receiving 
a request basically contrary to 3 (5) must report it.

Now, you seem to be going along the line saying some of these people, 
banks, insurance companies maybe should not have to report that. That 
is a major legislative proposal that you would be making in that regard 
in terms of amendment.

Eight now I don't think there could be any question that any person 
who receives a request from a foreign government that falls under 
the item of section 3(5) should report that request, any person no 
matter what their entity. Certainly you don't 'have the administrative 
authority.
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I would like to know now if you are contemplating proposing legis 
lative change that would exempt certain categories of persons from 
reporting those types of demands or requests that we have found to 
be contrary to this country's policy as expressed in section 3(5) of 
the act?

Mr. DOWNEY. I cannot answer your question. I am not privy and 
I was not prepared this morning to address any of the policy questions 
relating to the boycott.

Mr. CAVANATJGH. All right.
Mr. DOWNEY. I hope you will forgive me if I seem to be unrespon 

sive to you, but I was not prepared to answer you and that was not 
the scope of the 'hearing.

Mr. CAVANAUGH. I can appreciate that situation, but it just seems 
to me you may have gone beyond by saying those were conceivable 
as possible of elimination and I don't believe they are absent significant 
policy determination and alteration of what the current policy would 
be. "

Mr. DOWNEY. That could be so.
Mr. CAVANATJGH. Is it my understanding that we receive 118,000 

of these a month?
Mr. DOWNEY. No, sir, we received 118,000 for the 6-month period 

ending September. We are now running about 550 a day.
Mr. CAVANAUGH. Now, these reports are required upon each inci 

dent of a foreign government making a request for a boycott; is that 
right?

Mr. DOWNEY. It is not necessarily a foreign government either. It 
is a request. It could be. for example, a bank in Syria. It is not neces 
sarily the government.

Mr. CAVANATTGI-I. Well, again, in terms of the publicity that has 
been generated or the direction of the public discussion of this, I 
think that when we talk about the burden that this may be placing 
upon American businessmen the burden is in the nature of these 
demands that are being made upon American businessmen and cer 
tainly it seems that it is in the best interest of all American business 
that the American Government know the nature and extent of these 
demands, and if there is 118,000 of these demands being placed upon 
American business the Government should know that, and the only 
way of course that it can know that is by requiring it to be reported.

Chairman ZABLOCKI. Are there any further questions?
Mr. Fraser, any further questions?
Mr. FRASER. Just one, Mr. Chairman.

PENALTIES FOR VIOLATION OF THE EXPORT ADMINISTRATION ACT

Section 111 of the bill raises the penalty levels for violations, yet 
the levels remain very low. Does the Department believe that these 
penalties have a deterrent value, and what is the situation with respect 
to violations, what processes exist for detecting violations?

Mr. DOWNEY. This section, sir, was an administration request. The 
penalties we felt had been extremely low for too long. We were advised 
by counsel that the increase that we would propose for the penalties 
had to fit within a certain range of other pieces of legislation so that
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it would not appear to be unduly harsh. Of course, there is a relation 
ship between the criminal provisions and the civil provisions, and they 
have to be kept in a certain ratio.

I think it is probably safe to say that the most effective deterrent is 
not the monetary penalties, although the greater they are the more 
flexibility we have in employing them. I think probably the greatest 
deterrent is a withdrawal of export privileges. That is lethal to a 
corporation.

Mr. FRASER. And that is within your power now?
Mr. DQWNEY. That is within our power now, and we do it and that 

is really quite a threat to a company.
Mr. FRASER. Thank you.
Mr. DOAVNEY. Thank you.
Chairman ZABLOCKI. If there are no further questions, the Chair 

desires to thank you, Mr. Downey, and Mr. Brady and your associates, 
for the testimony you have given us this morning. . . .

The committee stands adjourned until tomorrow, Tuesday, March 8 
at 10 a.m. in this room.

The ; witness will be Alfred Moses representing the American 
Jewish Congress, the American Jewish Committee, and the Anti- 
Defamation League. He will be accompanied by Paul Berger and 
Maxwell Greenberg.

The committee stands adjourned.
[Whereupon, at 11:36 a.m., the committee adjourned to reconvene 

at 10 a.m., Tuesday, March 8, 1977.]



EXTENSION OP THE EXPORT ADMINISTRATION ACT
OF 1969

TUESDAY, MARCH 8, 1977
HOUSE OF REPRESENTATIVES, 

COMMITTEE ON INTERNATIONAL EELATIONS,
Washington, D.C.

The committee met at 10:10 a.m. in room 2172, Kayburn House Office 
Building, Hon. Clement J. Zablocki (chairman of the committee) 
presiding.

Chairman ZABLOCKI. The committee will please come to order.
Today the committee holds its third day of hearings on the Export 

Administration Act. The previous hearings have been with Secretary 
of State Vance and the head of the Bureau of East-West Trade, Mr. 
Arthur Downey.

Our witness today is Mr. Alfred Moses, of the American Jewish 
Committee. He is representing three organizations: the American 
Jewish Congress, the American Jewish Committee, and the Anti- 
Defamation League. Mr. Moses is accompanied by Mr. Maxwell Green- 
berg, of the Anti-Defamation League and Mr. Paul Berger, of the 
American Jewish Congress.

The focus of this morning's hearing will be the antiboycott provision 
of H.E. 1561.

Mr. Moses, you may commence Avith your testimony if you will, 
please.

STATEMENT OF ALFRED MOSES, CHAIRMAN, DOMESTIC AFFAIRS 
COMMISSION, AMERICAN JEWISH COMMITTEE

Mr. MOSES. Thank you, Mr. Chairman. Good morning. I am Alfred 
Moses, of the American Jewish Committee. With me are Mr. Paul 
Berger, of the American Jewish Congress, and Mr. Maxwell Green- 
berg, of the Anti-Defamation League of the B'nai B'rith. Together we 
have the privilege of appearing on behalf of our organizations and the 
other six national and 101 local constituent agencies of the National 
Jewish Community Eelations Advisory Council, whose names, Mr. 
Chairman, we would like to enter into the record of these hearings.

NEED FOR ANTIBOYCOTT LEGISLATION

We appreciate, Mr. Chairman, your joining in the sponsorship of 
H.K. 1561 and we commend you and Representatives Bingham and 
Eosenthal and the other members of the committee who have led the 
effort of the past year to enact effective antiboycott legislation. . •

(79)



80

We believe your bill. H.R. 1561, the product of extensive delibera 
tion and negotiation by this and the 94th Congress, constitutes reason 
able and effective legislation to counter the abuses fostered against the 
United States and against its interests by foreign boycotts. We endorse 
wholeheartedly the antiboycott provisions of H.E. 1561.

In our view this legislation is needed to combat the pernicious prac 
tices in the United States resulting from compliance with Arab boy 
cott demands. Such practices are known to this committee and are 
well documented.

They include the denial of contracts to otherwise qualified American 
companies, which are blacklisted because of their trade or other rela 
tions with Israel or even because their owners or executives are Ameri 
can Jews. They include the coercion of American companies to refuse 
to deal with other American companies which are blacklisted.

These practices are enforced through the use of certifications which 
have the effect of enlisting American firms to police the boycott im-

Eosed by the majority of Arab countries. American exporters are asked 
y Arab customers to state that they do not sell to Israel; manufac 

turers are asked to declare they have no operations in Israel or that 
their products contain no Israeli-made components; banks are asked 
to honor letters of credit valid only for those recipients who do not do 
business with or in Israel or with a blacklisted company.

Beyond these formal certifications, companies seeking Arab busi 
ness are given to understand that their chances are better if they do 
not deal with Jewish-owned or Jewish-managed companies. Some 
countries, notably Saudi Arabia, have refused to grant entry visas to 
Jews assigned to work teams of American companies.

As a result, there is also what is termed "a shadow boycott," the 
self-imposed discrimination practiced by some businesses against 
American Jews and American Jewish companies aware of Arab de 
mands, in an effort to curry favor with potential Arab customers.

PRINCIPLES OF A U.S. ANTIBOYCOTT POLICY

Mr. Chairman, in view of these flagrant abuses of fundamental 
American rights—for individuals and businesses to pursue their busi 
ness activities without being compelled to adopt business practices 
repugnant to American values and interests—we believe it is necessary 
to enact into Federal law the following fundamental principles:

First, no U.S. person may discriminate against a U.S. person on the 
basis of that person's race, religion, sex, or ethnic or national origin or 
that of its employees, directors, or shareholders to comply with, fur 
ther or support a foreign boycott.

Second, no U.S. person may furnish information with regard to or 
reflective of a U.S. person's race, religion, sex, ethnic, or national 
origin or business relationships with a boycotted country or presence 
or absence on a blacklist for the use of a foreign country, its nationals 
or residents to comply with, further or support a foreign boycott.

Third, no U.S. person may refrain from doing business with or in a 
foreign country, its nationals or residents pursuant to an agreement 
with a foreign country, its nationals or residents to comply with, 
further or support a foreign boycott.
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Fourth, no U.S. person may refrain from doing business with any 
other U.S. person pursuant to an agreement with a foreign country, 
its nationals or residents to comply with, further or support a foreign 
boycott.

Agreements or conduct which have the prohibited effect on U.S. 
persons would be, in our view, violations of applicable law irrespec 
tive of where such agreements are entered into. The term "agreements" 
need not be in writing or expressed but may be inferred from actions 
taken.

Such actions would include, among other relevant factors, compli 
ance with a boycott-related request from, or a requirement of or ac 
tion on behalf of a foreign country such as furnishing information 
with respect to boycott requests.

The term "agreement" and the term "course of conduct" would not 
be restricted under these principles to the unacceptable definitions in 
the Treasury Department guidelines promulgated by the previous ad 
ministration in November 1976 interpreting the antiboycott provi 
sions of the Tax Reform Act of 1976.

The legislation, Mr. Chairman, should apply to U.S. nationals and 
residents and to domestic corporations wherever their actions occur. 
It should also apply to foreign corporations to the extent of their 
activities in our country.

It should further apply to any foreign subsidiary of a domestic 
corporation which is 50 percent or more owned by such domestic 
company with respect to its activities which affect the foreign trade 
of the United States.

In no event should a U.S. person be permitted to use, aid or abet a 
foreign person to evade the restrictions applicable to U.S. persons or 
foreign persons to the extent of their activities in the United States.

These principles are embodied in the language of H.R. 1561, for 
which we are most grateful to you and your colleagues on this commit 
tee, Mr. Chairman. Since the introduction of the legislation, we have 
benefited from the enterprising and creative attempt by the Anti- 
Defamation League of B'nai B'rith and the Business Roundtable to 
come to a joint agreement on the value and content of Federal antiboy 
cott legislation. They have issued a joint statement of principles, 
which, Mr. Chairman, we would like to have entered into the record 
of these proceedings.

Chairman ZABLOCKI. Without objection, so ordered.
[The joint statement of principles follows:]

JOINT STATEMENT OF PRINCIPLES REGARDING FOREIGN BOYCOTT LEGISLATION OF THE 
An Hoc COMMITTEE OF THE ANTIDEFAMATION LEAGUE OF B'NAI B'RITH AND THE 
BUSINESS ROTJNDTABLE

INTRODUCTION
Increasing concern has been developing as to the extent to which Arab Boycott 

policies are affecting the traditional freedom of American citizens, residents and 
enterprises to determine, without external compulsion, the persons with which, 
and the localities where, they do business.

A number of federal and state laws currently exist to protect American citi 
zens and residents in their freedom to make business decisions. These laws, how 
ever, vary in their application and effectiveness and only deal in part with the 
specific problem. For this reason we feel it appropriate that there be uniformity 
of applicable law to deal with the complex issues inherent in international boy 
cotts which are fostered by foreign governments. In addition to protecting
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American citizens and residents from discrimination and economic compulsion, 
any such laws, to be effective, must also recognize the fundamental principle of in 
ternational law that a foreign country may regulate and restrict its trade and 
access with other countries for political and economic reasons and may determine 
liow business is to be conducted within its territories in its own national in 
terest. Similarly, there is no principle requiring the United States or any other 
country to cooperate or assist in regulations or restrictions which are inimical 
to its fundamental ethical principles or deemed contrary to its national interest.

PBINCIPLES
We believe that the following principles should guide any legislation in this 

area:
(1) No U.S. person may discriminate against a U.S. individual on the basis 

of that individual's race, religion, sex, or ethnic or national origin in order to 
comply with, further or support a foreign boycott.

(2) No U.S. person may furnish information with regard to or reflective of a 
U.S. individual's race, religion, sex, ethnic or national origin, or presence or ab 
sence on a blacklist for the use of a foreign country, its nationals, or resi 
dents in order to comply with, further or support a foreign boycott.

(3) No U.S. person may refrain from doing business with or in a foreign 
country, or with its nationals or residents pursuant to an agreement with another 
foreign country, its nationals or residents in order to comply with, further or 
support a foreign boycott.

(4) No U.S. person may refrain from doing business with any other U.S. person 
pursuant to an agreement with a foreign country, its nationals or residents in 
order to comply with, further or support a foreign boycott.

For purposes of (3) and (4) above, an agreement need not be in writing and 
may be implied by a course of conduct.

Agreements which have the prohibited effect on a U.S. person would be vio 
lations of applicable law irrespective of where such agreements are entered into.

Any such legislation should not, however, prevent a U.S. person from: (a) 
complying or agreeing to comply with the laws or regulations of a foreign 
country (i) prohibiting import of goods from, or produced by a national or resi 
dent of, another country, (ii) prohibiting shipment of goods by a carrier of 
another foreign country or by a route other than as specified by such country or 
its nationals or residents, (iii) dealing with import and shipping document re 
quirements of such country regarding country of origin, name of carrier, route of 
shipment and name of supplier except that no information furnished in response 
to such requirements should be stated in negative, blacklisting or similar exclu 
sionary terms, (iv) dealing with export requirements of such country relating 
to shipment or transshipment of goods from such country to any other country, 
its nationals or residents; (b) dealing with immigration or passport requirements 
of such country provided that information furnished in response to such require 
ments should not, be furnished in a manner which is in conflict with principles 
(1) and (2) of this statement; or (c) complying with a unilateral selection by 
a foreign country, or any national or resident (including a U.S. person) thereof 
of one or more specific persons to be involved in one or more distinct aspects of 
a transaction, including a seller, manufacturer, subcontractor, insurer, carrier, 
financial institution or freight forwarder. In order to ensure the continued 
efficacy of international commercial letters of credit, such legislation should not 
provide a legal right for any person to demand and enforce payment under a 
commercial letter of credit other than on the basis of compliance with its terms.

The provisions of the foregoing paragraph are not designed to violate the in 
tent of the principles set forth in paragraphs (1) through (4) of this statement, 
hut they are intended to protect a U.S. person against prosecution under the 
legislation as a result of such person's observance of the laws and regulations 
of foreign country with respect to such person's activity directed to or within 
such country or a unilateral and specific selection of a supplier of goods or 
services. Such provisions should not, however, be formulated so as to permit a 
U.S. person, if a bank, insurance carrier, freight agent or other export service 
organization, to act as a conduit for information which would not be permis 
sible if furnished directly.
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Subject to the foregoing, any legislation should apply to U.S. nationals and 
residents and to domestic corporations. Legislation should also apply to foreign 
corporations to the extent of their activities within the U.S. and to any foreign 
subsidiary of any domestic company which is 50 percent or more owned by such 
domestic company with respect to its activities which affect the foreign trade 
of the U.S. The legislation should not apply, however, so as to require any 
U.S. person to contravene the laws, regulations or official policy of a foreign 
country with respect to such person's activities within such country. In no 
event should a U.S. person utilize any foreign person, whether or not affiliated 
with such U.S. person, to evade the application of the legislation to the im 
port or export of goods or services into or from the U.S.

It is appropriate that the American public, as well as the Congress and con 
cerned agencies of the U.S. Government, be informed as to requests affecting the 
freedom of choice of U.S. persons, provided the identity of reporting persons is 
not publicly disclosed except where there is a violation of the law. Therefore, 
reporting of boycott requests should be required, but only to the extent neces 
sary for effective enforcement of legislation and to inform our government of 
the actions of foreign governments affecting U.S. persons.

The legislation, in order to establish uniform rules relating to foreign com 
merce, should preempt state laws concerning the acts or transactions governed 
by the legislation.

The legislation should provide a reasonable period of transition to allow for 
adjustment of existing practices.

ANALYSIS OF 836 ARAB BOYCOTT REQUEST REPORTS FILED WITH THE U.S. 
COMMERCE DEPARTMENT SINCE OCTOBER 7, 1976

SUMMARY OF FINDINGS
1. The 836 boycott request reports studied indicated compliance by U.S. firms 

in about 87 percent of the cases and non-compliance in 4 percent. In about 9 
percent of the reports, decision as to compliance was being made by "another 
party" or had not yet been made; the compliance pattern therefore could be as 
high as 96 percent.

2. The most frequent boycott requests reported were for "Negative Certificates 
of Origin" and for declarations that the carrier transporting the goods was not 
on the blacklist.

3. Saudi Arabia, Kuwait and the United Arab Emirates were the countries 
of destination for goods involved in 65 percent of the 836 boycott reports 
analyzed, Iraq, Libya and Bahrain in another 10 percent, and Jordan, Egypt, 
Oman-Muscat and Qatar in another 11 percent. A number of Arab League states, 
such as Algeria, Morocco and Sudan, were not involved in any of the boycott 
requests.

4. Freight forwarding firms filed approximately 45 percent of the 836 reports, 
banks filed almost 30 percent of the documents, and in another 21 percent, the 
exporting firm itself filed. Of 247 reports filed by banks, subsidiaries of one 
bank filed 134, or almost 55 percent. The bank's New York subsidiary filed 111 
of the 134 reports.

5. In cases where freight forwarders or banks filed the boycott request re 
port the name of the exporter was always blacked out by the Commerce Depart 
ment. (Recent Commerce Department regulations, dated October 18, 1976, ex 
plicitly require each party to a transaction receiving a boycott request—i.e., ex 
porter, bank or freight forwarder—to file a report with the Department of 
Commerce. All the reports analyzed in. this memorandum were filed before the 
operative date of. the new regulations. Presumably under the new regulations, 
the identity of the exporter will be a matter of public record.)

6. American-Arab trade promotion groups, such as the U.S.-Arab Chamber 
of Commerce and the American-Arab Chamber of Commerce, played a notice 
able role in the boycott process by validating boycott-tainted documents or by 
initiating boycott requests in almost 30 percent, of the 836 boycott reports 
studied.

7. Local Chambers of Commerce in the United States validated documents 
containing boycott requests in more than 10 percent of the cases reported.
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ANALYSIS: 836 ARAB BOYCOTT KEQTIEST REPORTS 'FILED WITH THE u.s. COMMERCE
DEPARTMENT SINCE OCT. 7, 1976

Compliance (Table 1)
Analysis of 836 boycott request reports filed with the U.S. Commerce Depart 

ment since October 7, 1976—made public by the Department pursuant to an order 
of that date by President Ford—indicates widespread compliance with the boy 
cott by the reporting U.S. firms.

In the 836 reports examined, non-compliance or intent of non-compliance was 
reported in 34 cases—about 4 percent. Compliance, or intention to comply, was 
reported in almost 87 percent of the reports—725 of the 836 analyzed.

In the remaining 77 reports, moreover, there was the possibility of compliance 
in every case. In 72 of the 77, firms reporting said that the decision with respect 
to compliance was being made by "another party" and in five cases, it was re 
ported that no decision concerning compliance had been made. Were the decisions 
in all these cases to be in favor of compliance, a pattern of 96 percent compliance 
would emerge from the 836 reports studied. In any case, the 836 reports indicate 
more than 86 percent compliance.

The 34 reports that were filed indicating non-compliance with boycott requests 
were filed by 20 companies while the five reports indicating that a decision with 
respect to compliance had not yet been made were filed by four companies.

Of the 34 reports indicating non-compliance, more than half—18—were filed by 
five companies in California. Whether or not this pattern steins from that state's 
stringent anti-boycott law could not be determined.

Finally, 25 firms filed the 72 reports indicating that the decision with respect 
to compliance or non-compliance was being made by another party involved in 
the transaction. The types of companies filing these reports were as follows:
Types of companies:

Banks __________________________________________ 13 
Forwarders _________________________________-____ 9 
Exporters __________________________-_____________ 2 
Export agent_______________________________________ 1

Of the 72 such reports :
Banks filed_______________________________________ 45 
Forwarders _______________________-_________ 24
Exporters ______ :_____________________________—______-____ 2
Export agent______________________________—_-____ 1

Kinds of Boycott Requests and Compliance (Tables 2, 8, and 9)
By far the most frequent type of boycott request reported was for a "Nega 

tive Certificate of Origin" indicating that the merchandise involved in a trans 
action was not of Israeli origin and that it contained no components of Israeli 
origin. Such requests were reported in 614, or more than 70 percent of the reports 
filed. (See table 2.)

In 203 of the 836 reports—24.3 percent—a negative certificate of origin was 
the only boycott request reported. Compliance was indicated in 187 of these 203 
reports, or 92.1 percent. (See table 8.) There is a noticeable difference—3.3 per 
cent—in compliance between cases in which only a negative certificate of origin 
was required and cases where there was at least one other boycott request along 
with the request for a negative certificate—88.8 percent.

In more than half the reports, firms indicated they had received requests for a 
declaration that the shipper or carrier transporting the merchandise was not 
blacklisted, while in one-third of the cases, a declaration was requested that the 
manufacturer or exporter in the transaction was not on the blacklist. In just over 
20 percent of the reports, there were requests for a declaration that the carrier— 
the ship or the plane—did not call at Israeli ports.

A declaration that the insurer was not blacklisted was required in more than 
8 percent of the 836 reports, while in almost 4 percent, reporting firms indicated 
receipt of a request for a declaration that the bank negotiating the credit was 
not on the Arab blacklist.

Requests for declarations that goods involved in a transaction had not passed, 
or would not pass, through "Palestine" made up a minor percentage (1.2 per 
cent) as did requests to German firms for a declaration that funds from the 
transaction would not be used for reparations to Israel: such requests appeared 
in less than one percent of the 836 reports analyzed. (See Table 2).
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In the most frequent types of boycott requests—Negative Certificates, shipper 

or carrier not blacklisted, manufacturer or exporter not blacklisted, carrier 
doesn't call at Israeli ports, and insurer not on blacklist—compliance ranged from 
84.2 percent to 91.4 percent. In the less frequent categories, compliance ranged 
from 71.9 percent to 100 percent, the variation probably being attributable to the 
smaller size of the "samples" involved.

Of the 836 reports analyzed, 600, or 71.8 percent, contained at least one black 
listing requirement—a declaration that the vessel carrying the goods, the manu 
facturer or exporter of the goods, the insurance company, or the bank negotiating 
credit for the transaction was not on the Arab blacklist. Compliance was indi 
cated in 531 of these 600 reports—88.5 percent. (See table 9.)

The most blatant and obviously-worded boycott requests were significantly 
rare. There were only 10 cases, for example, in which reporting firms were asked 
to declare that they did not do business with any firm that has a business relation 
ship with Israel or an Israeli national. Compliance was reported in 9 of the 10 
cases. There were four cases in which American firms were required to declare 
that they had no business relationships with Israel or an Israeli citizen. Com 
pliance was reported in two.

There were two cases in which the boycott requirement was a declaration 
that neither the exporter nor its subsidiaries had any investments in Israel. In 
each case, this boycott requirement was contained in a contract between indi 
vidual Arab boycotters and American firms—the only two cases of the 836 
analyzed in which the document spe<afying the boycott was a contract and the 
only two, likewise, in which the requirement called for a declaration that the 
exporter, or its subsidiaries, had no investments in Israel.

One of the two contracts required that the exporter also declare that it did 
not allow the right to use its name in Israel. This 'was the only case in which 
this requirement was noted in the 836 boycott request reports examined.

There was one case in which a declaration was required that the shipper does 
not carry Israeli goods. There were no cases reported in which reporting firms 
were asked to declare that neither the exporters, its affiliates or its subsidiaries 
had stockholders, owners, officers or employees who were Israeli citizens. (Table 
2.)

The scarcity of boycott requests concerning American firms' dealings with 
Israel and Israeli citizens suggests that Arab 'boycotters determine the answers 
to these questions at an earlier stage in the boycott process, so that by the time 
business transactions are entered into, there is no need for such boycott requests 
to be included. Such questions have been included in letters and questionnaires 
sent to American firms by the Arab Boycott Office as part of the blacklisting 
process in past years. In any case, it would appear that the Arabs are not cur 
rently requiring such declaration as part of individual transactions •with U.S. 
firms.
Arab Countries of Destination (Table S)

Three countries—'Saudi Arabia, Kuwait and the United Arab Emirates—were 
the countries of destination for merchandise involved in 65 percent of the 836 
boycott request reports analyzed. Iraq, Libya and Bahrain were countries of 
destination in some 20 'percent, while Egypt, Jordan, Oman-Muscat and Qatar 
were involved in about 11 percent. Syria, Lebanon, Yemen, the Yemen Peoples 
Republic and Tunisia comprised a little more than 2 percent, and in the remain 
ing 1 percent of the reports, necessary information was missing, illegible or ob 
viously incorrect.

It is interesting to note that a number of Arab League member states, among 
them Algeria, 'Sudan and Morocco, were not involved in any of the 836 boycott 
reports analyzed.
Kinds of Companies Filing the Reports (Table 4)

Freight forwarding firms filed 379 of the 836 reports studied—45.3 percent— 
while banks filed 247 of the reports, or 29.5 percent—a combined total of 626 
reports and 74.8 percent of all reports filed. Exporting companies filed 178, or 
21.3 percent, of the reports studied.

As noted in the Summary of Findings, of the 247 reports submitted by banks, 
134—almost 55 percent—were filed by various subsidiaries of one bank. Of these 
134 reports, 111 were filed by the bank's New York subsidiary.
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A group of 21 reports, representing 2.5 percent of the 836 studied, were filed 
by one forwarding firm which specifically stated that it was acting as "agent" 
for an "ocean carrier"—a shipping line.

In a little more than one percent of the forms the filing firms listed themselves 
as steamship agents (in 3 cases), manufacturing (in 2 eases), steamship com 
pany, export agent, carrier and middleman.
Non-Arab Parties Making Boycott Requests (Table 5)

In 79 reports, or 9.5 percent of the total, reporting firms indicated that the 
request for boycott originated'with a non-Arab party.

Of these 79 cases, 1 the American-Arab Chamber of Commerce in Houston was 
identified as the organization making the boycott request in 55 reports, while 
the U.S.-Arab Chamber of Commerce in New York was named in three.

French banks were named in 11 of the 79 cases, English firms in three cases 
and a Belgium bank was identified as originating the boycott request in one 
report.

One U.'S. freight forwarding firm reported that in six cases the party making 
the request was the exporter. The identity of the exporter is unknown since 
on each form the name and address of the exporter was blacked out except where 
the exporting firm filed the report. (The form requires that the name and ad 
dress of the exporter toe supplied, if the reporting firm is not the exporter.)
Role of U.S.-Arab Chambers of Commerce (Tables 6 and 10)

It has been apparent for some time that Arab-American chambers of com 
merce located in key cities in the U.'S. play a role in the Arab boycott operation, 
and this is confirmed by analysis of the 836 reports which formed the raw ma 
terial for this memorandum. The organizations involved include the U.S.-Arab 
Chamber of Commerce, Inc. with offices in New York and 'San Francisco (and a 
Mid-Atlantic branch in Baltimore, Md.), and the American-Arab Chamber of 
Commerce in Houston's World Trade Center.

Of the 836 boycott request reports examined, 238, or 28.5 percent, contained 
requests for negative certification as to the origin of the goods and other boycott 
conditions by the U.S.-Arab Chamber of Commerce or the American-Arab Cham 
ber of Commerce. 'Compliance was reported in 218 of the 238 cases—91.6 percent 
of such requests. The 238 reports include the 58 mentioned above in which the 
American-Arab Chamher of 'Commerce in Houston or the U.'S.-Arab Chamber of 
Commerce in New York was named as originating the boycott request.

An analysis of the role played by Arab-American chambers of commerce in 
the 238.cases mentioned is shown in Table 10. Perhaps most significant and reveal 
ing are six cases in which documents submitted to these units in Houston and 
New York for validation were rejected by these Arab-American trade organiza 
tions because they lacked required boycott clauses.

The Arab-American Chamber of Commerce in Houston rejected four such 
documents; the U.S.-Arab Chamber of Commerce, Inc., in New York rejected 
the other two. In all six cases, the companies that submitted the documents 
for validation indicated compliance—rectification of the emissions and inser 
tion of the necessary boycott clauses—when the documents were returned to 
them. These six cases are included in the 58 mentioned in which the Arab- 
American chambers were identified as the parties making the boycott request 
of the companies filing. The Arab-American Chamber of Commerce in Houston 
initiated 55 and the U.S.-Arab Chamber of Commerce in New York initiated the 
other three.

There were 13 reports in which an Arab-American chamber validated a com 
bination positive and negative certificate of origin and other boycott requests 
(e.g., that the vessel carrying the goods to their Arab destination was not black 
listed) along with a disclaimer stating: "Certification . . . limited to country 
of origin. This chamber disclaims responsibility for any other statement . . ." 
In 17 other such cases, the Arab-American chamber validated the positive and 
negative certificates of origin and other boycott requests—but without a dis 
claimer of the kind quoted above.

In one case, the Mid-Atlantic U.S.-Arab Chamber of Commerce, Baltimore, 
Md., validated a boycott clause declaring that the vessel carrying the goods 
was not blacklisted;

In addition to the foregoing 89 cases, there were 149 reports filed in which 
the company reporting indicated that it had been requested to obtain certifica-
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tion from an Arab-American chamber. There is no documentary evidence that 
such certification actually took place in these cases since the company filing the 
report is required only to indicate that it received a request for su,ch validation— 
for example, via a letter of credit containing such a requirement.
Participation by Local American Chambers of Commerce (Tables 7, la and 11)

Prior to the establishment of the U.S.-Arab Chamber of Commerce, Inc., in 
1967, local units of the U.S. Chamber of Commerce were identified from time 
to time as participating in the Arab boycott by .certifying documents involved in 
U.S. export shipments to Arab countries. Some of them continue to play such 
a role.

In 97 boycott request reports of the 836 analyzed—11.6 percent—a local cham 
ber of commerce was involved in the boycott process. In 92 of the 97 cases, a 
local chamber validated documents certifying the non-Israeli origin of the mer 
chandise in the transactions or other boycott restrictions. More than four-fifths 
of the 92 certifications—75—were provided by three such local chambers—the 
Humble (Texas) Chamber of Commerce near Houston, the Des Plaines (Illi 
nois) Chamber of Commerce, and the South Houston (Texas) Chamber of Com 
merce. The two units near Houston validated 52 reports filed by one freight 
forwarder and the Des Plaines unit validated 23 reports filed by another freight 
forwarder. '

In five reports, local chambers of commerce distributed documents that in 
cluded boycott provisions and required validation by an Arab-American chamber.

Table 7a provides a geographical breakdown of the 97 reports in which local 
chambers of commerce were involved.
Discrimination •

Boycott requests involving religious discrimination were rare—appearing 
on three of the 836 reports, or less than one-half of 1 percent.

In ea,ch of the three cases, which originated in Saudi Arabia, the discrimination 
took the form of a boycott-related request that a hexagonal or six-pointed star 
not appear on the goods or packages to be shipped to the Saudi importer.

Although compliance with such requests is barred by U.S. regulations pro 
mulgated 'by the Commerce Department under the Export Administration Act, 
(and recently continued by Executive Order of the President), compliance with 
the discriminatory boycott request was indicated in each of the three reports 
mentioned above.

It is interesting to note that several other requests originally did have dis 
criminatory language, such as the following: "Invoices must show that the 
goods are not ibearing the hexagonal star brand." In some cases this language 
was crossed out (by Arab boy cotter—Saudi Arabian in every case); in the 
remaining cases instructions were issued that the discriminatory clause be de 
leted and other restrictive language be inserted, such as the following:

"Invoices must show that the goods are not bearing the Israeli flag or any other 
symbol specifically signifying Israeli origin."

None of the reports examined contained requests for information concerning 
ownership or .control of the exporting firm by persons of the Jewish faith, the 
presence of Jews on its board of directors. None of the reports, likewise, inquired 
whether the reporting firm used the goods and/or services of a Jewish subcon 
tractor, and there were no reports involving requests that a firm not send 
persons of a particular religion to the Arab country where services were to be 
performed.

TABLE 1—ANALYSIS: 836 BOYCOTT REQUEST REPORTS FILED WITH U.S. COMMERCE 
DEPARTMENT AND RELEASED SINCE OCT. 7, 1976

INTENTION CONCERNING COMPLIANCE

Number Percent

1. Intention to comply_______________________________ 725 86.7
2. Intention not to comply...______..___......——__.....______ , 34 41.0
3. Decision on compliance to be made by another party—————————______ 72 • 8.6
4. Decision not made_________________________________ 5 .8
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TABLE 2.-ANALYSIS: KINDS OF BOYCOTT REQUESTS CONTAINED IN 836 BOYCOTT REPORTS AND 

COMPLIANCES INDICATED FOR EACH KIND

Kind of boycott request

2. Declaration that shipper or carrier is not blacklisted. 
3. Declaration that manufacturer or exporter is not on

4. Declaration that carrier (ship or plane) does not call

6. Declaration that bank negotiating credit is not on the 
blacklist........... __ -_-.--.......-....._

7. Declaration responding to query whether goods 
have passed, or will pass, through "Palestine" _____ 

8. Declaration as to whether funds from the transac 
tion will be used as reparations to Israel (asked of

9. Declaration that exporter does not do business with 
any firm that has a business relationship with

10. Declaration that exporter, or affiliate or subsidiary, 
does not have stockholders, owners, officers or

11. Declaration that exporter does not have, and does 
not intend to have, any business relations with

12. Declaration that exporter, or subsidiaries, has no

14. Declaration that exporter does not allow use of its

TABLE 3.— ANALYSIS: ARAB COUNTRIES

Country

Syria... ._-..-..-.__-__---.-------.------..---..

TABLE 4— ANALYSIS: 836 BOYCOTT

Number of Percent of Compliance 
requests requests indicated

614 -73.4 . 545
438 52.4 388 

278 33.3 234

163 19.5 149
69 8. 3 63

32 3.8 23

10 1.2 8 

7 .84 7

10 1.2 9

4 .48 2

2 .24 1
1 .12 0 ....

1 .12 0 ....

OF DESTINATION IN 836 BOYCOTT REPORTS

Number of 
reports

........................... 237

........................... 173
— _- — ___-.——_______ 131
.....-..--...-...-.-....... 64
........................... 57
........................... 50
_..-......_......__...._... 26
.....-.....-..._........... 26
-...__-_ — . — — -__. — __ 23
.___—_..._______ — __.... 21
........................... 12
........................... 2
........................... 2
........................... 2
........................... 1
........................... 8

REPORTS, TYPES OF FIRMS REPORTING

Number

........................... 379

........................... 247

........................... 178

........................... 21

........................... 3

........................... 2

........................... 1

........................... 1

........................... 1
-_.------_-...-------_----. 1
-..- — .-. — _ — . — . — . 2

Percent 
compliance 
of requests

88.8
88.6 

84.2

91.4
91.3

71.9

80.0 

100.0

90.0

50.0

50.0

Percent of 
reports

28.3
20.7
15.7
7.7
6.8
6.0
3.1
3.1
2.8
2.5
1.4
.24
.24
.24
.12
.96

Percent

45.3
29.5
21.3
2.5
.36
.24
.12
.12
.12
.12
.24
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TABLE 5.—ANALYSIS: 836 BOYCOTT REPORTS—BOYCOTT REQUESTS NOT ORIGINATING IN AN ARAB COUNTRY

Number Percent

American-Arab Chamber of Commerce, Houston, Tex___-————_.-.____..... 55 6.6
United States-Arab Chamber of Commerce, Inc., New York........................... 3 .36
French banks______..._.. ————— —————— ——— ——— ———..—— 11 1.3
English firms._____________...____— ——.._-_..______. 3 .36
Belgian bank.__.._______-. ——— ——— ———— — ———. ——......... 1 .12
Exporters (as reported by a freight forwarder). ————————————————.. —— _ 6 .72

Total.......-......-........--..-.- —...................... — ...-.... 79 9.5

TABLE 6.—Participation ~by United States-Arab chambers of commerce or Amer 
ican-Arab chambers of commerce in S3G boycott reports '

Number of reports____————'———————————————————————___ 238
Percent of total reports.—————————————————————————————__ 28. 5
Compliance indicated.---———————————————————————————___ 218
Percent compliance——————————————————————————————————_ 91. 6

1 As indicated In table 5, in 58 of these reports, participation by the American-Arab 
chamber of commerce, or a similar unit, consisted of making the boycott request to the 
reporting firm.

TABLE 7.—Participation through boycott certification by U.S. chambers of com 
merce contained in 836 boycott reports

Number of reports____________________________________ 97
Percent of total reports________——_____________-_______ 11. 6
Compliance indicated__——————_——————_—______-_________ 96
Percent compliance____————_———————————__————_—___ 99

TABLE 7A.—Participation in boycott certifications U.S. chambers of commerce
Humble (Tex.) Chamber of Commerce______________________ 34
Des Plaines (111.) Chamber of Commerce____________________ 23
South Houston (Tex.) Chamber of Commerce__________________ 18
Richfield (Minn.) Chamber of Commerce_____________________ 5
Peoria (111.) Area Chamber of Commerce—__________________ 4
Maritime Chamber of Commerce (N.Y.)——________——______ 4
New Orleans Chamber of Commerce ————————______——_—____ 2
New York Chamber of Commerce and Industry—————_———————_ 2
Delaware County (Pa.) Chamber of Commerce——————-—————————— 1
Greater Omaha (Nebr.) Chamber of Commerce————————————————— 1
Dallas (Tex.) Chamber of Commerce——————————————————————— 1
Lakewood (Ohio) Chamber of Commerce———————————————————— 1

" Hampton Roads (Va.) Chamber of Commerce_________—_-____ 1

TABLE 8.—Analysis: SS6 reports request for negative certificate of origin only
Number of requests—————————————————————————————————— 203
Percent of requests——————————————————————————————————— 24. 3
Compliance indicated—————————————————————————————————— 187
Percent compliance——————————————————————————————————— 92.1

TABLE 9.—Analysis: SS6 reports requests icith at least one blacklisting require 
ment

Number of requests_____—____———————————————————————— 600
Percent of requests____—-—_————————————————————————— 71. 8
Compliance indicated__————___—————————————————————— 531
Percent compliance——————————————————————————————————— 88. 5
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TABLE 10.—Analysis: 836 reports, Arab Chamber of Commerce participation

(1) Certification of positive and negative certificate of origin (and other 
boycott clauses) plus disclaimer: Clarification—limited only to 
country or origin. This Chamber disclaims responsibility for any 
other statements:

Number of reports__—————————————————————————— 13 
Percent of requests.——————————————————————————— 1. 6

(2) Certification of positive and negative certification, of origin (and other 
boycott clauses). No disclaimer:

Number of reports __——_________-_-_———————— 17 
Percent of requests————_————_____—————————————— 2

(3) Validation that vessel is not blacklisted:
Number of reports———————————————————————————— 1 
Percent of requests_____________-___———————— 0.12

(4) Documents rejected by the Arab Chamber of Commerce for lack of 
anti-Israel boycott clauses:

Number of reports————-————————————_———————— 6 
Percent of requests————————————————————————-—— 0. 72

(5) Requests initiated by units of the Arab Chamber of Commerce:
Number of reports_———__—____———__———————— 58 
Percent of requests.———————————_————_-———————— 6. 9

(6) Requests where certification by the Arab Chamber of Commerce is 
needed (no documentary evidence of such certification) :

Number of reports———————————————————————————— 49 
Percent of requests——————————————————————————— 17. 8 

Total:

Number of reports—_————________—_____^:__ 238 
Percent _____—___—___________________ 28. 5

1 Includes the 6 rejected for lack of boycott clauses.

TABLE 11.—Analysis: S36 reports, U.S. Chambers of Commerce participation
(1) Certification of positive and negative certificate of origin (and other boycott 

clauses) :
Number of reports-—————————————————__————____ 92 
Percent of requests———————————————__———_____ 11

(2) Distribution of documents including boycott provisions and requiring Arab 
Chamber of Commerce participation :

Number of reports.—————————————————_—————____ 5 
Percent of requests_———_______________________ 0. 6 

Total:

Number of reports_____________________ 97 
Percent _————_—————______________—_ 11. 6

Mr. MOSES. The principles outlined in that document are welcome 
to us and are consonant with our objectives. They include suggested 
exceptions which we believe insure that the passage of such a law would 
not place unreasonable burdens on the interstate and foreign commerce 
of the United States. We believe they differ only in some minor respects 
and nuances from those in H.R. 1561 and we believe that this formula 
tion, which has made possible the agreement between the business and 
Jewish communities on these issues as exemplified by the joint state 
ment, will not impair the effectiveness of H.K. 1561.

The exceptions provide that the legislation should not prevent a 
U.S. person from complying or agreeing to comply with the laws or 
regulations of a foreign country in the four enumerated categories, 
which are, in substance, identical with those set forth in section 4(a) 
(2), subparagraphs A, B, and C of H.E. 1561.
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Moreover, in our view, the legislation to be enacted by the Congress 
should not prevent a U.S. person from dealing with immigration or 
passport requirements of such country—meaning the country import 
ing goods from the United States—provided that information fur 
nished in response to such requirements should not be furnished in a 
manner which is in conflict with the basic principles outlined above, 
the four fundamental principles.

We would also agree that the legislation should not prevent a U.S. 
person from complying with a unilateral and specific selection by a 
foreign country of a single supplier of goods or services to be involved 
in distinct aspects of a transaction so long as such selection does not, 
in practice, violate, or tend to violate, the fundamental principles.

This would mean, for example, that American corporations would 
not be permitted to make a final designation from among a list of 
potentially acceptable candidates submitted by a foreign corporation 
or country, nor would they be permitted to prepare a list from which 
such foreign purchaser would make such a selection. In short, none 
of these exceptions may be used to violate the intent of the funda 
mental principles.

Although the legislation should not place banks in the position of 
having to honor letters of credit other than in compliance with their 
terms, no bank or other related service organization should be per 
mitted by the legislation to furnish information or otherwise act in a 
manner contrary to the fundamental principles.

It is our understanding these provisions would operate to bar a U.S. 
bank from advising or confirming or in any other way processing a 
letter of credit with prohibited boycott-related terms.

Because the American public as well as the Congress and con 
cerned executive agencies should be informed about requests for com 
pliance with foreign boycotts, we endorse the reporting provisions of 
H.E. 1561 which would require any U.S. person receiving such requests 
to report that fact and other relevant information, including whether 
he intends to comply and whether he has complied with the requests, 
to the Secretary of Commerce, but innocent persons reporting under 
the statute should be protected from any inference of improper action.

CERTIFICATE OF ORIGIN

I would point out, Mr. Chairman, that an issue which loomed con 
troversial during earlier consideration of antiboycott measures has 
apparently all but disappeared as a problem—that is, prohibiting the 
furnishing of so-called "negative certificates of origin." Not only did 
the ADL-Koundtable group agree on the utility arid appropriateness 
of such a prohibition but it was reported 2 weeks ago that all Arab 
States with the exception of Iraq have agreed to drop requirements for 
these negative certificates. They will, according to the New York 
Chamber of Commerce and Industry and the United States-Arab 
Chamber of Commerce, henceforth accept positive assurances of Amer 
ican manufacture.

We welcomed the recent statements of several business and indus 
try groups before the Senate Banking Committee's Subcommittee on 
International Finance to the effect that, in view of the apparent readi 
ness of the boycotting Arab States to drop this requirement, legisla-

87-231—77-



92

tion to prohibit negative certificates will not create a problem for 
them. We similarly note Secretary of State Cyrus Vance's opposition 
to the use of negative certificates.

We believe that there is still a need for an American statutory pro 
hibition to insure that negative certificates will, in fact, be per 
manently discontinued.

OBJECTION TO ANTIBOYCOTT LEGISLATION

I have referred, Mr. Chairman, to the testimony 2 weeks ago of var 
ious business and industry groups on the pending Senate antiboycott 
legislation. We have carefully considered those statements, offered pri 
marily in opposition to the legislation, but can find no persuasive argu 
ments to deter passage of provisions such as those contained in H.E. 
1561.

In fact, many of the persons appearing as opponents of the legis 
lation accepted the fundamental principles we have outlined which 
would insure the protection of the rights of American firms and indi 
viduals faced with boycott pressures.

In the absence of any evidence to support claims that the proposed 
legislation would result in a loss of business to American firms, they 
relied on the contention that favorable congressional action might 
hinder American efforts to achieve a negotiated settlement to the Mid 
dle East conflict.

We respectfully submit that the legislation under consideration— 
which does not deal with the Arab's primary boycott of Israel—is 
principally and fundamentally a domestic concern aimed at protect 
ing American businesses and American individuals against unfair 
practices.

Despite our conviction that this is the case, we are aware that some 
concern has been expressed about the legislation's foreign policy im 
plications. Such fears were largely dispelled by the testimony of the 
Secretary of State last week before this committee when he agreed 
that H.R. 1561 with certain limited changes was acceptable legislation 
for dealing with what he termed, and I am quoting, "conduct that is 
contrary to commonly accepted American principles and standards."

SUPPORT FOR ANTIBOYCOTT LEGISLATION

We are pleased to note also the support of the President for effective 
antiboycott measures. This is consistent with the pledge he made dur 
ing his campaign. We trust that the Congress and the administration 
can work expeditiously together to refine the language needed to recon 
cile any remaining points of disagreement.

We have been heartened, Mr. Chairman, by the many statements by 
members of this committee in support of strengthened Federal antiboy 
cott provisions. Representative Rosenthal, in a recent public letter, con 
tended eloquently that the antiboycott legislation is necessary to right 
wrongs facing us here at home and will not damage our trade abroad.

Referring to the thousands of requests for compliance with the Arab 
boycott which have been revealed to date, he states, and I quote:

These requests have as their principal object the penalization of innocent Amer 
ican companies doing business with America's only democratic ally in the Middle
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East, Israel. The requests are intended to divide each industry into companies 
which can do business in the increasingly lucrative Arab markets and those which 
cannot.

It is this secondary boycott which has drawn the fire of Americans of every 
political and philosophical persuasion and which is the target of the legislation 
I and others have introduced. The legislation does not interfere with the Arabs' 
direct boycott of Israel. It merely attempts to prevent such primary boycotts from 
having anticompetitive and discriminatory effects in the United States.

If the legislation were presented accurately to the Arabs, I am confident that 
valuable American trade in the Middle East would not suffer. Indeed, Arab busi 
nessmen are among the first to complain that the boycott has made trade more- 
cumbersome and expensive.

Eepresentative Eosenthal's assertion about the strength of American 
abhorrence of the boycott is well supported by a recent Louis Harris, 
poll which reveals that an overwhelming majority of Americans op 
pose the Arab boycott. Many editorials of leading newspapers across; 
the Nation have supported strong antiboycott legislation.

The American people perceive the Arab boycott as a moral issue. 
President Carter has described compliance and business cooperation 
with the boycott as a disgrace. Our Secretary of Commerce has stated 
her views in identical terms to the Senate Commerce Committee.

We respectfully submit that the American Congress has an obli 
gation to express the will of the majority of the American people and 
to implement by law the moral indignation of most Americans.

PRESUMPTION OF STATE ANTIBOYCOTT LAWS

We believe, Mr. Chairman and members of the committee, that Fed 
eral legislation is the only effective means to that end. While six States; 
have already enacted antiboycott statutes and others have bills pend 
ing, these separate State remedies cannot have the necessary univer 
sality and uniformity to end improper practices imposed on American 
exporters by foreign boycotts.

They were needed in the absence of effective national legislation 
and they have been useful in protecting the citizens of their own. 
States from various discriminatory boycott practices. Nevertheless,. 
in view of the variations among these laws in scope, form, and en 
forcement, some businessmen in these States have complained that they 
are unfairly restricted and thus put at a disadvantage relative to busi 
nesses in States without such statutes.

Although there is no conclusive evidence that any State with an 
antiboycott law has, because of it, lost Middle East trade, we think 
that a uniform Federal law would wipe out the anxieties and con 
fusion which now exist.

We would thus suggest the appropriateness of legislative language 
to the effect that new Federal antiboycott measures would preempt 
the various State laws governing the acts or transactions covered 'by 
the Federal law, provided the Federal law reflects the strong and com 
prehensive thrust of your bill, H.E. 1561.

MULTILATERAL ANTIBOYCOTT EFFORTS

As an accompaniment of this legislation, we urge the Congress to> 
advise the President and the other members of the executive depart 
ment of the constructive purposes that would be served by using the
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influence and standing of our country abroad, to encourage our friends 
to adopt similar legislation and to enact similar prohibitions—thus to 
make it certain and clear the Arab boycott will never be allowed to 
operate as a disturbing and distorting factor in international trade. 
This was a recommendation of the House Committee on Interstate 
and Foreign Commerce contained in its September 1976 report on the 
Arab boycott and American business.

NEED TOR ANTIBOYCOTT LEGISLATION

Mr. Chairman, the primary 'boycott is an issue between the Arab 
States and Israel. But the secondary and tertiary boycotts are tanta 
mount to blackmail and of concern to every American company doing 
or planning to do business in the Arab world. The United States has 
always been committed to the protection of businesses, large and 
small, against unfair practices. The Arab boycott is a direct assault 
on these values, harmful not only to American Jews and those Ameri 
cans perceived to be friendly to Israel but to all American businesses 
dedicated to ethical standards and conduct.

Congress must now act to uphold this tradition by outlawing com 
pliance with boycott practices which intrude on American domestic 
concerns and on business relations between American companies and 
Israel, a nation with which we maintain close and friendly relations.

This kind of intrusion into our domestic order by foreign countries 
for whatever reason, directed against any country with which we 
maintain friendly and close relations, is an invasion of our national 
sovereignty and an affront to our dignity as a people. Thank you, 
Mr. Chairman.

Chairman ZABLOCKI. Thank you, Mr. Moses, for your excellent 
statement. You have articulated your point of view very well.

Mr. MOSES. Mr. Chairman, with your permission may I ask that my 
statement be included in the record ?

Chairman ZABLOCKI. Without objection, the complete statement will 
be included in the record.

Mr. MOSES. Thank you.
[Prepared statement of Mr. Moses follows:]

PREPARED STATEMENT OF ALFRED MOSES, CHAIRMAN, DOMESTIC AFFAIBS COMMIS 
SION, AMERICAN JEWISH COMMITTEE

Mr. Chairman and members of the Committee, I appear before you today to 
discuss the anti-boycott provisions of H.R. 1561, a bill to amend the Export 
Administration Act of 1969. I am Alfred Moses, Chairman of the Domestic 
Affairs Commission of the American Jewish Committee. With me are Mr. Paul 
Berger of the American Jewish Congress and Mr. Maxwell Greenberg of the 
Anti-Defamation League of B'nai B'rith; together we have the privilege of 
appearing on behalf of our organizations and the other six national and 101 
local constituent agencies of the National Jewish Community Relations Ad 
visory Council, whose names we would like to enter into the record of these 
hearings.

We appreciate, Mr. Chairman, your joining in the sponsorship of H.R. 1561, 
and commend you and Representatives Bingham and Rosenthal and the other 
members of the Committee who have led the effort of the past year to enact 
effective anti-boycott legislation. We believe H.R. 1561, the product of extensive 
deliberation and negotiation by this and the last Congress, constitutes reason 
able and effective legislation to counter the abuses fostered against United 
States interests by foreign boycotts. We endorse wholeheartedly the anti-boycott 
provisions of H.R. 1561.
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This legislation is needed to combat the pernicious practices here in the 
United States resulting from compliance with Arab boycott demands. Such 
practices are known to this Committee and are well documented. They include 
the denial of contracts to otherwise qualified American companies, which are 
blacklisted because of their trade or other relations with Israel or even because 
their owners or executives are American Jews. They include the coercion of 
American companies to refuse to deal with other American companies which 
are blacklisted. These practices are enforced through the use of certifications 
which have the effect of enlisting American firms to police the boycott imposed 
by the majority of Arab countries. American exporters are asked by Arab cus 
tomers to state they do not sell to Israel; manufacturers are asked to declare 
they have no operations in Israel, or that their products contain no Israeli- 
made components; banks are asked to honor letters of credit valid only for 
those recipients who do not do business with or in Israel or with a black 
listed company. Beyond these formal certifications, companies seeking Arab 
business are given to understand that their chances are better if they do not 
deal with Jewish-owned or managed companies; some countries, notably Saudi 
Arabia, have refused to grant entry visas to Jews assigned to work teams 
of American companies. As a result, there is also what is termed a "shadow 
boycott"—the self-imposed discrimination practiced by some businesses against 
American Jews and American Jewish companies aware of Arab demands—in 
an effort to curry favor with potential Arab customers.

Mr. Chairman, in view of these flagrant abuses of fundamental American 
rights—for individuals and businesses to pursue their business activities without 
being compelled to adopt business practices repugnant to American values and 
interests—we believe it is necessary to enact into federal law the following 
principles:

First, no U.S. person may discriminate against a U.S. person on the basis of 
that person's race, religion, sex or ethnic or national origin, or that of its em 
ployees, directors or shareholders, to comply with, further or support a for 
eign boycott.

Second, no U.S. person may furnish information with regard to or reflective 
of a U.S. person's race, religion, sex, ethnic or national origin or business rela 
tionships with a boycotted country, or presence or absence on a blacklist, for 
the use of a foreign country, its nationals, or residents, to comply with, further 
or support a foreign boycott.

Third, no U.S. person may refrain from doing business with or in a foreign 
country, its nationals or residents pursuant to an agreement with a foreign 
country, its nationals or residents to comply with, further or support a foreign 
boycott.

Fourth, no U.S. person may refrain from doing business with any other 
U.S. person pursuant to an agreement with a foreign country, its nationals or 
residents to comply with, further or support a foreign boycott.

Agreements or conduct which have the prohibited effect on U.S. persons would 
be violations of applicable law irrespective of where such agreements are entered 
into. "Agreements" need not be in writing or express but may be inferred from 
actions taken. Such actions would include compliance with a boycott-related re 
quest from, or a requirement of, or action on behalf of, a foreign country such as 
furnishing information with respect to boycott requests. The terms "agreement" 
and "course of conduct" would not be restricted under these principles to the 
unacceptable definitions in the Treasury Department guidelines issued by the 
previous Administration on November 4, 1976 interpreting the anti-boycott pro 
visions of the Tax Reform Act of 1976. The legislation should apply to U.S. na 
tionals and residents and to domestic corporations wherever their actions occur. 
It should also apply to foreign corporations to the extent of their activities in the 
United States. It should further apply to any foreign subsidiary of a domestic 
company which is 50 percent or more owned by such domestic company with re 
spect to its activities which affect the foreign trade of the United States. In no 
event should a U.S. person be permitted to use, aid or abet a foreign person to 
evade the restrictions applicable to U.S. persons, or foreign persons to the extent 
of their activities in the United States.

These principles are embodied in the language of H.R. 1561, for which we are 
deeply grateful to you and your colleagues, Mr. Chairman. Since the introduc 
tion of the legislation, we have benefited from the enterprising and creative at 
tempt by the Anti-Defamation League and the Business Roundtable to come to a
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joint agreement on the value and content of federal anti-boycott legislation. They 
have issued a joint statement of principles, which we would like to have entered 
into the record.

The principles outlined in that document are consonant with those I have 
enunciated and also include suggested exceptions which we believe ensure that 
the passage of such a law would not place unreasonable burdens on the interstate 
and foreign commerce of the United States. They differ only in some minor re 
spects and nuances from those in H.R. 1561 and we believe that this formation, 
which has made possible the agreement between the business and Jewish com 
munities on these issues, will not impair the effectiveness of H.R. 1561. The 
exceptions provide that the legislation should not prevent a U.S. person from 
complying or agreeing to comply with the laws or regulations of a foreign country, 
(1) prohibiting imports of goods from, or produced by a national or resident of 
another country, (2) prohibiting shipment or transshipment of goods by a carrier 
of another foreign country or by a route other than as specified by such country 
or its nationals or residents, (3) dealing with import and shipping document 
requirements of such country regarding country of origin, name of carrier, route 
of shipment and name of supplier except that no information furnished in re 
sponse to such requirements should be stated in negative, blacklisting or similar 
exclusionary terms, or (4) dealing with export requirements of such country 
relating to shipment of goods from such country to any other country, its na 
tionals or residents. Moreover, the legislation should not prevent a U.S. person 
from dealing with immigration or passport requirements of such country provided 
that information furnished in response to such requirements should not be fur 
nished in a manner which is in conflict with the basic principles outlined above. 
- We would also agree that the legislation should not prevent a U.S. person from 
complying with a unilateral and specific selection by a foreign country of a single 
supplier of goods or services to be involved in distinct aspects of a transaction so 
long as such selection does not in practice violate or tend to violate the principles 
set forth above. This would mean, for example, that American corporations would 
not be permitted to make a final designation from among a list of potentially ac 
ceptable candidates submitted by a foreign corporation, nor would they be per 
mitted to prepare a list from which a foreign corporation would make such a 
selection. In short, none of these exceptions may be used to violate the intent of 
the fundamental principles. Although the legislation should not place banks in 
the position of having to honor letters of credit other than in compliance with 
their terms, no bank or other related service organization should be permitted by 
the legislation to furnish information or otherwise act in a manner contrary to 
the fundamental principles. It is our understanding that these provisions would 
operate to bar a U.S. bank from advising or confirming or in any other way proc 
essing a letter of credit with prohibited boycott-related terms.

Because the American public as well as the Congress and concerned executive 
agencies should be informed about requests for compliance with foreign boy 
cotts, we endorse the reporting provisions of H.R. 1561 which would require 
any U.S. person receiving such requests to report that fact and other relevant 
information, including whether he intends to comply ami whether he has com 
plied with the requests, to the Secretary of Commerce, but innocent persons 
reporting under the statute should be protected from any inference of improper 
action.

I would point out, Mr. Chairman, that an issue which loomed controversial 
during earlier consideration of anti-boycott measures has apparently all but 
disappeared as a problem: prohibiting the furnishing of so-called "negative 
certificates of origin." Not only did the ADL-Roundtable group agree on the 
utility and appropriateness of such a prohibition, but it was reported two weeks 
ago that all Arab states except Iraq have agreed to drop requirements for these 
negative certificates. They will, according to the New York Chamber of Com 
merce and Industry and the U.S.-Arab Chamber of Commerce, henceforth accept 
positive assurances of American manufacture. We welcomed the recent state 
ments of several business and industry groups before the Senate Banking Com 
mittee's Subcommittee on International Finance to the effect that in view of the 
apparent readiness of the boycotting Arab states to drop this requirement, 
legislation to prohibit negative certificates will not create problems for them. 
We similarly appreciated Secretary of State Cyrus Vance's opposition to the 
use of negative certificates. We believe that there is still a need for an Ameri 
can statutory prohibition to ensure that negative certificates will in fact be 
permanently discontinued.
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As we explained in our own testimony before the Senate Subcommittee on 
International Finance, the extensive use of negative certificates has been one 
of the most widespread abuses fostered by the Arab boycott. The analysis by 
the Anti-Defamation League, the American Jewish Committee and the American 
Jewish Congress of the first 836 boycott reports which had been made public 
by the Department of Commerce, following President Ford's disclosure order of 
October 7, 1976, revealed that the negative certificate of origin was, by far, 
the most frequently demanded boycott condition. Indeed, that demand was 
made in 614 out of 836 cases studied—nearly 75 percent. With your permis 
sion, I would like to have this study entered into the record. Mr. Chairman, to 
permit the possible employment of the negative certificate of origin would 
legitimize a principal weapon employed by the Arab boycott operations which 
compels American firms to police and enforce its boycott against Israel, and 
for which there is no justification in normal international trade practices.

I have referred, Mr. Chairman, to the testimony two weeks ago of various 
business and industry groups on the pending Senate anti-boycott legislation. 
We have carefully considered those statements, offered primarily in opposition 
to the legislation, and can find no persuasive arguments to deter passage of 
provisions such as those contained in H.R. 1561. In fact, many of the persons 
appearing as opponents of the legislation accepted the fundamental principles 
we have outlined which would ensure the protection of the rights of American 
firms and individuals faced with boycott pressures. In the absence of any evi 
dence to support claims that the proposed legislation would result in a loss of 
business to American firms, they relied on the contention that favorable con 
gressional action would hinder American efforts to achieve a negotiated settle 
ment to the Middle East conflict. We respectfully submit that the legislation 
under consideration—which does not deal with the Arabs' primary boycott of 
Israel—is principally a domestic concern, aimed at protecting American busi 
nesses and individuals against unfair practices. As stated in a New York Times 
editorial of February 24, 1977, in support of anti-boycott legislation, "No one 
denies the legality of a primary boycott of Israel. No one expects the Arabs to 
buy oranges from Haifa at the moment. The United States has used that kind 
of boycott itself against Cuba. But there is also a secondary boycott that black 
lists American firms that trade with Israel, or contribute to Israel in some 
meaningful way. And there is a tertiary boycott that blacklists American firms 
that deal with other American firms, which happen to deal with Israel. So 
the tertiary boycott aims to reach domestic American transactions, penalizing, 
quite possibly, a Texas firm that sells to a California company." Despite our 
conviction that this is the case, we are aware that some concern has been ex 
pressed about the legislation's foreign policy implications. Such fears were 
largely dispelled by the testimony of the Secretary of State last week before 
this Committee when he agreed that H.R. 1561 with certain limited changes 
was acceptable legislation for dealing with what he termed "conduct that 
is contrary to commonly accepted American principles and standards."

We are pleased to note also the support of the President for effective anti- 
boycott measures. This is consistent with the pledge he made during his cam 
paign. We trust that the Congress and the Administration can work expedi- 
tlously together to refine the language needed to reconcile any remaining points 
of disagreement.

We have been heartened, Mr. Chairman, by the many statements 'by members 
of this Committee in support of strengthened federal anti-boycott provisions. 
Representative Rosenthal, in a recent public letter, contends eloquently that 
the anti-boycott legislation is necessary to right wrongs facing us here at home, 
and will not damage our trade abroad. Referring to the thousands of requests 
for compliance with the Arab boycott which have been revealed to date, he states 
that "These requests have as their principal object the penalization of innocent 
American companies doing business with America's only democratic ally in the 
Middle East, Israel. The requests are intended to divide each industry into com 
panies which can do business in the increasingly lucrative Arab markets and 
those which cannot. It is this secondary boycott which has drawn the fire of 
Americans of every political and philosophical persuasion and which is the target 
of the legislation I and others have introduced. The legislation does not inter 
fere with the Arabs' direct boycott of Israel. It merely attempts to prevent such 
primary boycotts from having anti-competitive and discriminatory effects in the 
United States. If the legislation were presented accurately to the Arabs, I an?
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confident that valuable American trade in the Middle East would not suffer. 
Indeed, Arab businessmen are among the first to complain that the boycott has 
made trade more cumbersome and expensive."

Representative Rosenthal's assertion about the strength of American abhor 
rence of the boycott is well supported by a recent Louis Harris Poll which re 
veals that an overwhelming majority of Americans opposes the Arab boycott. 
Many editorials of leading newspapers across the nation have supported strong 
anti-boycott legislation: with your permission, Mr. Chairman, I would like to 
have several editorials entered into the record. The American people perceive the 
Arab boycott as a moral issue. President Carter has described compliance and 
business cooperation with the boycott as a "disgrace." Our Secretary of Com 
merce has stated her views in identical terms to the Senate Commerce Commit 
tee. We respectfully submit that the American Congress bears an obligation to 
express the will of the majority of the American people, and to implement, by 
law, the moral indignation of most Americans.

We believe, Mr. Chairman and members of the Committee, that federal legis 
lation is the only effective means to that end. While six states have already 
enacted anti-boycott statutes, and others have bills pending, these separate state 
remedies cannot have the necessary universality and uniformity to end improper 
practices imposed on American exporters by foreign boycotts. They were needed 
in the absence of effective national legislation, and they have been useful in 
protecting the citizens of their own states from various discriminatory boycott 
practices. Nevertheless, in view of the variations among these laws in scope, 
form and enforcement, some businessmen in these states have complained that 
they are unfairly restricted and thus put at a disadvantage relative to businesses 
in states without such statutes. Although there is no conclusive evidence that 
any state with an anti-boycott law has, because of it, lost Middle Bast trade, we 
think that a uniform federal law would wipe out the anxieties and confusion 
which now exist. We would thus suggest the appropriateness of legislative lan 
guage to the effect that new federal anti-boycott measures would preempt the 
various state laws governing the acts or transactions covered by the federal law, 
provided that the federal law reflects the strong and comprehensive thrust of 
your bill, H.K. 1561.

As an accompaniment of this legislation we urge the Congress to advise the 
President and the other members of the Executive Department of the construc 
tive purposes that would be served by using the influence and standing of onr 
country abroad, to encourage our friends to adopt similar legislation and to 
enact similar prohibitions—thus to make it certain and clear the Arab boycott 
will never be allowed to operate as a disturbing and distorting factor in inter 
national trade. This was a recommendation of the House Committee on Inter 
state and Foreign Commerce contained in its September 1976 report on the Arab 
Boycott and American Business.

Mr. Chairman, the primary boycott is an issue between the Arab states and 
Israel. But the secondary and tertiary boycotts are tantamount to blackmail 
and of concern to every American company doing, or planning to do, business 
in the Arab world. The United States has always been committed to the pro 
tection of businesses, large and small, against unfair practices. The Arab 
boycott is a direct assault on these values, harmful not only to American Jews 
and those Americans perceived to be friendly to Israel but to all American busi 
nesses dedicated to ethical standards and conduct. Congress must now act to 
uphold this tradition by outlawing compliance with boycott practices which 
intrude on American domestic concerns and on business relations between 
American companies and Israel, a nation with which we maintain close and 
friendly relations. This kind of intrusion into our domestic order by foreign 
countries for whatever reason, directed against any country with which we 
maintain friendly and close relations, is an invasion of our national sovereignty 
and an affront to our dignity as a people.

INTERPRETATION OF ANTIBOTCOTT PROVISION OF TAX ACT OF 1976

Chairman ZABLOCKI. Mr. Moses, on page 4 of your statement, at 
the bottom of the page, you talk of the unacceptable definitions of 
"agreement" and "course of conduct" in the Treasury Department
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guidelines implementing the antiboycott provisions of the Tax Act 
of 1976.

Would you oare to explain how these definitions are unacceptable?
Mr. MOSES. I would be glad to, sir.
As you know, Mr. Chairman, there is a provision in the so-called 

Ribicoff amendment which refers specifically to agreements, and there 
is not the same sweeping prohibitions with respect to other actions 
ancillary to a formal agreement.

Based on that, the Treasury Department in the last days of the 
prior administration promulgated guidelines which we believe are 
restrictive in that they look solely to a formal agreement, or what we 
believe to be a narrow definition of course of conduct. And actions 
taken which do not fall within a specific agreement as found or what 
we construe to be a narrow definition of course of conduct are deter 
mined under the guidelines not to be violative of the tax reform 
provisions.

Our comments with respect to the specific examples in the guide 
lines were presented to the Treasury Department, and Mr. Berger 
here with me this morning is one of the authors of that submission.

I suggest to 'him, if it is acceptable to the chairman, that he might 
want to comment on your question or respond to it.

Chairman ZABLOCKI. Mr. Moses, I believe it would be helpful if you 
could, for the record, also provide the submission of your objections 
to the Treasury Department.

Mr. MOSES. We will be pleased.

STATEMENT OF PATH BERGER, AMERICAN JEWISH CONGRESS

Mr. BERGER. With that in mind, I brought them along for the com 
mittee. On behalf of NJCEAC, the National Jewish Community Re 
lations Advisory Commission, or council, we submitted on November 
10, requests for guidelines, and then we submitted thereafter on 
December 6, comments on the guidelines that were issued. We were 
terribly concerned that the previous administration attempted to 
demonstrate a methodology for really getting around the Ribicoff 
provisions. And we have covered those in detail and will submit it 
for the committee.

Chairman ZABLOCKI. You do have the copies with you?
Mr. BERGER. Yes.
Chairman ZABLOCKI. Will you hand them to the clerk.
Without objection, both the guidelines and the response to the 

guidelines will be made a part of the record at this point. 1

COMPLIANCE WITH THE LAWS OF A BOYCOTTING COUNTRY

Mr. Moses, do you think it should be a violation of the pending 
antiboycott law for a U.S. company to sign a contract with a boycot 
ting country which includes a clause stating that the company will 
comply with the laws of the host country ?

Mr. MOSES. That without more, Mr. Chairman, would not be a 
violation. We would want to know what, in fact, was being imposed.

1 See appendix 7, p. 330.
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If what was being imposed was the requirement for furnishing of 
boycott-related information the answer would be, it would be a vio 
lation. If it was simply a compliance with the requirements- that are 
normally accepted in international trade such as the certificate with 
respect to the origin of the goods and further certificate provisions 
with respect to the ship arriving in the port, provisions with respect 
to the transshipment of goods, that would not be objectionable.

If the contract requirement, however, specified that boycott-related 
information which was violative of the four principles must be fur 
nished, then, however, that requirement might be dignified by the 
color of law, we would say an American company cannot respond to 
that requirement.

Chairman ZABLOCKI. So you agree it would not be a violation of 
the proposed legislation?

Mr. MOSES. It would be a violation, Your Honor—Mr. Chairman; 
being a lawyer, I have a tendency to say "Your Honor."

Chairman ZABLOCKI. At any rate, you have a suspended sentence?
Mr. MOSES. Which I am sure applies in your case. If it were violative 

of the four principles, the answer would be yes; it would be banned 
by H.E. 1561. If it was the normal type of statute or regulation which 
is recognized in international trade, No. 1, it would be violative of the 
four principles and, therefore, it would necessarily follow that an 
American company would not be in violation of 1561 were it to 
comply with such a contract, or enter into such a contract.

Chairman ZABLOCKI. Thank you, Mr. Moses. I have other questions, 
but we operate under the 5-minute rule, and the Chair will set a 
good example.

Mr. Buchanan.
Mr. BUCHANAN. Thank you, Mr. Chairman.
I would like to join in welcoming the distinguished witness and 

thank you for your testimony.
I would like to yield to my leader.
Chairman ZABLOCKI. We have a rule; we first call on the members 

who are here when the gavel drops. The minority leader was not here, 
but graciously the Republicans do cooperate with each other. So we 
will recognize Mr. Broomfield.

Mr. BKOOMFIELD. Thank you, Mr. Chairman.

GRANDFATHERING EXISTING CONTRACTS

Mr. Moses, I want to join in congratulating you on a very fine state 
ment. I was especially interested in your response with regard to exist 
ing contracts and what you feel should be done.

Do you believe there should be a total exemption during the transi 
tion period, or how do you recommend handling that ? Before you re 
spond, Mr. Moses, I want to congratulate Mr. Bingham and others on 
the committee who have worked so hard on this legislation.

Mr. MOSES. Obviously, Mr. Broomfield, it is not intended for any 
body to be entrapped or in violation of law based on prior actions. 
There is a provision in H.R. 1561, as there is in the companion Senate 
bills, which would provide, I believe, a 90-day period to get one's house 
in order.
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The committee may also want to consider, indeed, I think it might be 
appropriate to include in the legislation, a nullification provision so 
that contracts which are presently in existence and do not have termi 
nation provisions can be terminated by operation of the law so parties 
who have inadvertently entered into agreements which would be vio- 
lative of H.B. 1561 would not find themselves trapped by agreements 
which do not have a termination clause.

Mr. BROOMFIELD. I yield to the gentleman, Mr. Buchanan.
Mr. BUCHANAN. Thank you, Mr. Chairman.

PREEMPTION OF STATE ANTIBOYCOTT LAWS

You have endorsed this bill as it stands. You have suggested that if 
this remains untouched, that we preempt the State law that may exist. 
That is the totality of your position; is that correct ?

Mr. MOSES. Mr. Buchanan, I would suggest to the committee that a 
provision be placed in H.E. 1561 providing expressly for preemption in 
those areas which are effectively covered by H.E. 1561 with specific 
reference, of course, to the business practice area.

I do not want to introduce a note of discord, but this committee, in 
its wisdom, may look differently with respect to State laws dealing with 
discrimination which has traditionally been an area of State concern 
and may want to not preempt it in that specific area and limit the pre 
emption provisions to the business related conduct.

But I do feel, and I believe my colleagues join with me in making 
this statement, that in order to do away with the anxiety which we sense 
exists in the business community because we have antiboycott provi 
sions in six States and in a number of other States, legislatures are 
now considering similar legislation that in order for there to be uni 
formity within all 50 States and the District of Columbia, preemption 
would be preferable and should be expressly stated.

CERTIFICATION OF ORIGIN

Mr. BUCHANAN. I note with some pleasure there have been many ex 
pressions of concern in my own area by businesses that are interested 
in or are doing business in the Middle East, and I note in your state 
ment on page 8 pertaining to the acceptance by all the Arab states, 
except Iraq, of dropping requirements for negative certificates and 
accepting positive assurances of U.S. manufacturers iii the United 
States. ;

It seems to me that is a substantial step forward and would indicate 
this legislation which I think some strong action on our part is clearly 
essential from the point of view of what we stand for as a country, but 
it would seem to me this would underline the fact the negative results 
that have been envisioned by some people in business may well not take 
place at all.

Mr. MOSES. We agree.
Mr. BUCHANAN. Thank you, Mr. Chairman.
Chairman ZABLOCKI. Mr. Bingham.
Mr. BINGHAM. Thank you, Mr. Chairman.
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SUPPORT'FOR H.R. 1561

I, too, would like to compliment you and your associates for a most 
comprehensive statement and, of course, we are grateful for your sup 
port of H.R. 1561.

I would like to just make one point extra clear. I take it from what 
you have said that you accept the provisions of H.R. 1561 which 
emerged from the informal conference that we had with the Senate 
which did exclude more specifically than the House bill did last year 
the provisions of the operation of the primary boycott.

Mr. MOSES. That is correct, Mr. Biiigham.

JOINT STATEMENT OF ADL.-BUSINESS ROUNDTABLE

Mr. BINGHAM. Would you comment on the fact your outline differs 
in some respects from the statements of principles incorporated in 
the ADL-Business Roundtable agreement ?

Mr. MOSES. Mr. Bingham, we have tried to be faithful to that state 
ment of principles. In some respects, we have been more explicit than 
the statement.

But-at least in our vieAV, we have been faithful to the principles 
contained in that statement.

With me today are Mr. Greenberg and Mr. Max Kampelman of 
the ADL, who were two of the three participants in discussions with 
the Roundtable. With your permission, I would like to call on them.

Mr. BINGHAM. Could I ask you about two or three specifics?
• Mr. MOSES. Certainly.

FURNISHING OF INFORMATION ON BUSINESS RELATIONSHIPS

Mr. BINGHAM. For example, in No. 3-, there is omitted from the agree 
ment a provision which strikes me as enormously important. That is, 
information with respect to business relationships with a boycotted 
country.

You have that in your statement at the bottom of page 3. But that 
does not appear in the agreement entered into with the Roundtable.

- Mr. MOSES. That is a valid observation, certainly, Mr. Bingham. My 
understanding is that was not included by oversight in the joint state 
ment of the two groups, and its omission should not be construed as 
a decision by the two groups that such action would be condoned. But 
Mr. Greenberg, who participated in those discussions, is more au 
thoritative than I on this point. •

STATEMENT OF MAXWELL GREENBEKG-, ANTI-DEFAMATION 
LEAGUE OF B'NAI B'RITH

Mr. GREENBERG. Congressman Bingham, let me digress for just a 
moment.

Thank you for your leadership in sponsoring this legislation and 
being its coauthor. We deeply appreciate this.

Mr. BINGHAM. Thank you.
Mr. GREENBERG. In commenting on your specific question, we were 

focused in the initial drafts on items which were discriminatory
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against individuals in the original drafting of the items and which 
information could not be furnished were really focused on informa 
tion about individuals.

At a late moment in the discussions, we realized that we really ought 
to extend the scope of that provision to include, for example, presence 
or absence on a black list which goes far beyond U.S. individuals and 
encompasses U.S. corporations.

As to the questions of business relationships, we were worried about 
the precise language which would avoid furnishing information in 
commercial trade about business relationships which are normal re 
quests in international trade, information about credit relationships, 
the ability of a particular company to back up its contractual promises.

I believe it is fair to say that the principle which would preclude 
furnishing information to aid and abet a foreign boycott would in 
clude inquiries directed to business relationships which go to compli 
ance with the foreign boycott. We did not want to preclude the furnish 
ing of business information about relationships which could be de 
scribed as normal commercial practice.

Mr. BINGHAM. I see.
Well, that is very helpful. Thank you.

EXTRATERRITORIAL REACH OF ANTIBOTCOTT LEGISLATION

On the very difficult question—I think the most difficult question 
of all—the treatment of subsidiaries, I notice in your statement, Mr. 
Moses, you refer to the application to a subsidiary of a domestic com 
pany which is 50 percent or more owned by a domestic company.

Are you content with that, really, recognizing oftentimes a sub 
sidiary is actually controlled by the parent with less than 50 percent?

Mr. MOSES. The answer is yes, Mr. Bingham. We recognize that 
H.K. 1561, your bill, refers to control in fact. This was a matter of 
great importance to the business community.

And, in the spirit of working out a joint statement to which both 
groups could adhere, this was the resolution of the matter. However, 
we feel American business interests and the interest in not seeing 
American industry moved abroad is protected by the aid-and-abet 
provisions which would prohibit any American company from talcing 
any action to aid and abet the boycott which would include the move 
ment of business which would otherwise be in this country to a foreign 
subsidiary for the purpose of avoiding the restrictions in H.K. 1561.

We recognize, Mr. Bingham, that the control-in-f act standard could, 
under many circumstances, be extremely useful. It might give the 
Commerce Department somewhat greater latitude in policing the 
statute.

But as a matter of compromise, we believe this is acceptable without 
doing injury to the principles contained in H.R. 1561 and the purposes 
to be served by that legislation.

Mr. BINGHAM. Has my time expired ?
Chairman ZABLOCKI. The time of the gentleman has expired.
The Chair has a conflict.'I would like to be excused, and I would 

call upon Mr. Bingham to Chair the meeting.
And the Chair will call Mrs. Meyner.
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: Mrs. MEYNER. Thank you, Mr. Chairman.
Mr. Moses, I, too, would like to say that was fine testimony and 

thank you for coming.

ABSENCE OF A BUSINESS RELATIONSHIP WITH ISRAEL

You pointed out that compliance with the 'boycott need not neces 
sarily be written but can be inferred from actions. I think there are 
some difficulties there. This raises some difficulties.

Some opponents of this legislation have gone as far as to claim that 
some versions of this bill would compel them to trade with Israel to 
prove they are not in compliance with the Arab boycott. How would 
you respond to this claim ?

Mr. MOSES. We see nothing in the statute that would result in what 
you have stated.

Mrs. METNER. It is not my claim. I am saying what some opponents 
say; what some of the counterarguments are. I am sure you have heard 
them.

Mr. MOSES. We have heard those arguments, and we are certainly 
sensitive to them. But we are persuaded that the legislation which 
we are endorsing would be construed by the administration not to 
interfere with any normal trade relations.

What the statute is directed toward is the pernicious effect of the 
secondary and tertiary boycott. Certainly no American company is 
going to be compelled to do business with Israel to prove it is not in 
violation of H.R. 1561.

I think that argument is entitled to absolutely no weight.

SHADOW BOYCOTT

Mrs. MEYNER. Then you mention the existence of a so-called "shadow 
boycott," which might be unstated and unwritten but real, nevertheless.

Do you think we will ever really be able to totally outlaw implicit 
compliance with the boycott ?

Mr. MOSES. I suppose as a theoretical absolute, the answer is "No." I 
do think this legislation will be constructed to that end. I think most 
Americans are moral people. They will follow the law and follow the 
spirit of the law.

I think most lawyers seek to advise their clients to comply with the 
law and the spirit of the law. When this legislation is on the books, 
I can see a new atmosphere created where business in this country 
•and attorneys advising business in this country will say, don't do it. 
That is our national policy. It is expressly stated by the Congress of 
the United States in legislation signed by the President of the United 
States. That is the direction you should follow and that is the direc 
tion I am advising you to follow.

I think it will have a very salutory effect.
Mr. BERGER. May I intervene on that point ?
Mrs. MEYNER. Certainly.
Mr. BERGER. The founder of the American Jewish Congress, Rabbi 

Stephen Wise, a long time ago talked about the problem of prejudice 
and discrimination, and it was his view you deal with the problems 
of prejudice by lawfully regulating discrimination and you should
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by law, by statute, by court order seek to make conduct, discriminatory 
conduct, which is reflective of human prejudices, illegal in this land 
and that after a while, perhaps the people will adequately appreciate 
the Constitution of the United States 'and the laws of the land and 
prejudice will be reduced.

I think that is well put in this particular situation.
Mrs. MEYNER. Very much so.
Thank you very much. I yield back the balance of my time.
Mr. BINGHAM [presiding]. Mr. Burke.
Mr. BTJRKE. Thank you, Mr. Chairman.
I would like also to compliment you on your statement. I had an 

other committee meeting and regrettably, although I arrived here a 
little late, nevertheless, I did have the opportunity of reading your 
statement.

EXTRATERRITORIAL REACH OF ANTIBOYCOTT LEGISLATION

On page 4, you talk about subsidiaries as was mentioned by our 
sitting chairman. Do you agree with Secretary Vance that prohibi 
tions affecting U.S. firms should not, in general, apply to transactions 
of foreign subsidiaries or U.S. firms which involve the commerce of 
a foreign country 'and not U.S. exports ?

Mr. MOSES. I think I know what the Secretary was referring to. 
There have been certain cases under the Trading With the Enemy 
Act, most notably the so-called Fruehauf case where the French Gov 
ernment took certain actions when we sought to limit the shipment 
of goods to Ked China by a Fruehauf subsidiary in France.

That poses difficulties for our Department of State in trying to 
resolve a matter of that sort. We think there is, however, in this case, 
an overriding American interest to make certain the boycott does not 
intrude on American business practices. And in order to see that 
American business does not move overseas as a result of this legisla 
tion, we have suggested two things.

No. 1, that the legislation should apply to 50 percent or more owned 
subsidiaries of domestic corporations and that American companies 
should be prohibited from aiding or abetting foreign companies from 
complying with the boycott so that there would be no ties between 
the U.S. companies with respect to the boycott provisions and the 
actions of foreign subsidiaries.

And we have suggested that it be appropriate if our Government 
would encourage, through diplomatic means, foreign governments to 
take similar action. We think the moral leadership of the United 
States is such that once the Congress and the President have stated 
our position in this area, other nations will follow.

For example, the President's statements with regard to human 
rights have now been echoed in part in Great Britain. We believe that 
similar support for legislation of this kind will surface in other trad 
ing companies in the Western World as a result of the leadership which 
we hope the Congress and the President will be delivering with re 
spect to boycott measures.

Mr. GREENBERG. If I can respond directly to your inquiry about the 
Secretary of State's testimony. It seems to me it is his assumption
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that that which affects foreign commerce does not affect American 
commerce and that these two things fall into discrete packages.

I think the thrust of his testimony, while I understand I believe the 
theory of it, I respectfully suggest that there are many things which 
affect foreign commerce which also impact -American commerce, and 
it is perfectly appropriate for this bill to reach matters which affect 
the foreign trade of the United States, even though they may also 
peripherally affect foreign commerce.

Mr. BURKE. I agree with that. But I have some concern this could 
be a loophole in a way to get around some of the intent of the act.

Mr. GREENBERG. We have the same concern, Mr. Congressman;
Mr. BURKE. I would like to ask you one more question.

ARAB BOYCOTT POLICIES

Have the boycott policies of the Arab nations eased any because of 
actions of this Congress ?

Mr. MOSES. It would be conjecture on my part, Mr. Congressman. I 
think it is a fair assumption to state the change in their position with 
regard to negative certificates is a reflection of the sentiment which 
has been expressed by this committee as represented in H.R. 1561, the 
sentiment expressed in the Senate as set forth in S. 69 and S. 92. I 
think there have been indications of willingness on the part of the Arab 
nations to tone down the boycott, but only because of the handwriting 
on the wall; the almost certainty of effective antiboycott legislation 
being enacted by the Congress.

Mr. BURKE. What effect do you think, if any, there will be by rea 
son of the Saudis now giving them the $1 billion which they did in 
Egypt yesterday to the Third World nations ?

Mr. MOSES. I do not think that will have, any effect on their boycott 
practices. Indeed, as part of the declaration at Cairo and perhaps in 
return for the $1 billion the African nations were persuaded to join 
in a strong anti-Israel statement.

So I suppose one answer would be for their $1 billion, they co-opted 
the African countries to a position which the African countries 
took——

Mr. BURKE. I was thinking not only of some of the African coun 
tries but also some of the other Third World countries. If they use 
that money as a wedge in any way against Israel or their boycott 
policies with the firms dealing against Israel this could raise serious 
problems for Israel.

Mr. BINGHAM. The time of the gentleman has expired.
Mr. Kosenthal.
Mr. ROSENTHAL. Thank you, Mr. Chairman.

ADL-BUSINESS ROUNDTABLE .AGREEMENT

I want to commend you and your colleagues on an extraordinarily 
articulate and thoughtful statement. It will be extremely useful to 
this committee and to the Congress in moving forward with this 
legislation.

I specifically want you to know how impressed most of us are with 
the ability of the ADL, with the assistance and cooperation the other
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organizations represented here today, to meet with the Business 
Roundtable and agree on this set of important principles.

I know well the complexity of the issues and can appreciate what a 
mammoth task this was. Only a prodigious effort could have accom 
plished it. It is the first time I can recall in the 15 years I have been 
in Congress that two important outside constituencies, in the interest 
of national purpose, met to formulate a series of principles that would 
be useful for the Congress in enacting legislation.

What makes it even more remarkable is that these groups had ap 
peared to be on diverse tracks, headed in opposite directions. Who 
ever had the skill to harness these forces and to merge them in this 
very useful statement deserves great commendation by the Congress.

I am interested in how the process began—who initiated it and under 
what circumstances ?

Mr. GREENBERG. There is present here in the hearing room today one 
of the persons who initiated these meetings, Mr. Burton Joseph, who is 
the national chairman of the Anti-Defamation League, who is seated 
immediately behind me.

At the initiative of Mr. Joseph and Mr. Irving Shapiro, who is cur 
rently the chairman of a group, called the Business Roundtable, these 
two men conferred and agreed that it would be potentially helpful 
because we did not, at that time, know whether we could reach any 
agreement——

Mr. ROSENTHAL. What is the Business Roundtable?
Mr. GREENBERG. As I understand it, Mr. Rosenthal, the Business 

Roundtable is comprised of 170 chief executive officers of companies 
that are so-called Fortune 500 corporations, among the 500 largest 
corporations in America. The Business Roundtable is distinguished 
by the fact that it is comprised only of chief executive officers.

They do not deal with people like Mr. Moses and myself and Mr. 
Kampelman, who are counsel. They only have chief executive of 
ficers, and these men meet regularly to discuss matters of concern to 
the total business community.

It happens currently, Mr. Irving Shapiro, who is the chief executive 
officer of the DuPont Co., Mr. Shapiro and Mr. Joseph suggested that 
we might meet, with the purpose of trying to work out a statement of 
underlying principles as a guideline for potential legislation in the 
field.

Mr. ROSENTHAL. I think it was an enormous accomplishment. I am 
sure, like in any agreement, various competing interests had to be 
carefully accommodated and adjusted. But whatever adjustments were 
made, the final results were'well worth it.

I spoke last night .with President Carter and Secretary Vance. Both 
of them were pleased with this accomplishment. They felt that the 
agreement would ease the way for the Congress and the executive 
branch to merge their own 'differences. We agreed that we could move 
more expeditiously because you had done the hard work.

I want to compliment you, again. It is a symbol of the great strength 
of America that diverse groups with a commitment for accommoda 
tion can work together and can accomplish something such as your 
statement of principles.

87-231—77-
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Mr. GREENBEEG. If I may say so, our task was greatly eased by the 
leadership shown by Congressmen Bingham and Eosenthal and the 
other members of the committee and the cosponsors of this legislation 
and also by the cooperation and constant consultation with other na 
tional Jewish human relation agencies, such as the American Jewish 
agencies——

Mr. BOSENTHAL. I am not trying to solicit any commendations.
I iwish to reiterate that it is a unique accomplishment when impor 

tant constituencies in the United States with clearly defined and di 
verse concerns can, in the national interest, not eliminate their dif 
ferences, but discuss them and work out an accommodation. It is an 
enormous, noteworthy, and highly significant accomplishment.

Mr. BINGHAM. The time of the gentleman has expired. It is also 
unique to have Congressman Eosenthal entirely full of praise of 
witnesses.

Mr. Fraser.
Mr. FRASER. Thank you, Mr. Chairman.

AMENDMENTS TO H.R. 1561

Your statement endorses the provisions in H.E. 1561, but I gather 
some of the qualifying language that appears in your statement proba 
bly needs to be added as amendments to the draft of H.E. 1561.

Did I read your statement correctly ?
Mr. MOSES. Yes, Mr. Fraser. We do not believe they are matters of 

major substance, but there are some changes which have been alluded 
to here this morning.

The statement of principles has a different definition of foreign 
subsidiary. The statement of principles calls for preemption, which is 
not contained in H.E. 1561. There are certain other points of differ 
ence which, if you would like, I can enumerate.

Mr. FRASER. I do not think you need to. I just wanted to make clear 
that while you endorse H.E. 1561, you think the language still needs 
some further adjustment?

Mr. MOSES. In certain minor respects. But we endorse, whole 
heartedly, H.E. 1561. We think it is a splendid piece of legislation.

INTERNATIONALLY APPROVED BOYCOTT

Mr. FRASER. Do you have any reason to believe that the principles 
that you have enunciated would cause any difficulty with interna 
tionally agreed-upon sanctions ?

Mr. MOSES. I am sorry, I do not understand the question.
Mr. FRASER. We currently have an embargo on imports from Eho- 

desia. There is also an arms embargo on—I do not think it has the force 
of law; I think it is voluntary—arms sales to South Africa. But take 
the Ehodesian sanctions which were voted by the Security Council of 
the U.N.; there is nothing in the language that you are supporting that 
would cause any difficulty in carrying out compliance with that 
decision ?

Mr. MOSES. That is correct.
As you know, Mr. Fraser, there is a specific provision in H.E. 1561 

which would exclude from its reach Ehodesia. The reference is at the
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end of proposed section 4 (A) (1), which picks up with the words "and 
itself is not the object of any form of embargo by the United States." 
And that provision was inserted to cover the specific reference that you 
made to Rhodesia, as I understand it.

In short, we see no conflict between H.R. 1561 and U.S. practices 
with respect to Rhodesia whether under Trading With the Enemy Act 
or under any mutual support provisions which impose some restraints 
with respect to the resale of goods coming from the United States.

The most well known example of that, perhaps, today being the 
situation with respect to the possible sale by Israel of airplanes to 
Ecuador.

Mr. FRASER. You are right.
Let me join with Congressman Rosenthal in commending you and 

the others for the fact that you have achieved an agreement on the 
statement on this. I have read your statement rapidly, but it seems to 
be very straightforward. I think the justification speaks for itself as 
you read the language.

I am very hopeful that the committee will find it possible to achieve 
the views you set forth, and I expect we will.

Thank you very much.
Mr. GREENBERG. Congressman, due to the leadership of the negotiat 

ing representatives of the Business Roundtable, in our consideration 
of these guidelines, which we intended really to be statements of prin 
ciple and not drafting legislation, but in the composition of the guide 
lines, we were constantly aware of the fact that there are other boycot 
ting situations outside of the Mideast and so in response to your 
question, the guidelines were concerned about broad principles which 
would be applicable to similar situations around the world, and we 
tried to avoid the establishment of any rule that might run afoul of 
international sanctions.

Mr. ERASER. I think you have succeeded.
Mr. BINGHABI. The gentleman's time has expired.
Mr. Winn.
Mr. WINN. Thank you, Mr. Chairman. I apologize for being in and 

out of the meeting all day. We do have your prepared remarks and I 
want to have a chance to go over that. I want to thank you for appear 
ing today. As one of the cosponsors of the bill, I think it is extremely 
important to show the support of the Jewish community in general for 
this piece of legislation; and I, too, want to commend Mr. Bingham 
for the work he has done in putting the bill together and working with 
your groups and a lot of different people, including both sides of the 
aisle. Thank you very much.

Mr. MOSES. We thank you for your sponsorship.
Mr. BINGHAM. Mr. Fascell.
Mr. FASCELL. I do not have any questions right now, Jack, thank you. 

I am still trying to figure out a question in 4(a) (1) that I do not 
understand.

Mr. BINGHAM. Mr. Yatron.

IMPACT OF SECONDARY BOYCOTT ON U.S. COMPANIES

Mr. YATRON. Thank you, Mr. Chairman. Mr. Moses, I am pleased 
that in your statement you made it very clear that this legislation does
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not deal with the Arab states' legitimate right to exert economic pres 
sures on Israel. However, could you give us some specific examples of 
how these unfair secondary boycott practices have harmed individual 
American businessmen ?

Mr. MOSES. Yes; examples of that have been placed in the record 
heretofore by Congressman Rosenthal and others. There are numerous 
examples, the most prominent being the 1,500 American companies 
that are on the Arab blacklist. That is certainly a good starting point. 
Then you have, working down from that, numerous examples of com 
panies which have been disqualified as suppliers of goods to be sent to 
the Middle East.

One example which Congressman Rosenthal has placed in the record 
is that of a manufacturer of bus seats; because the manufacturer of 
the bus seats was on the blacklist, it could not otherwise meet the 
standards to be a qualified contractor to do business in the Middle 
East. Because of its assumed or real relationship with Israel, a major 
contract was lost.

Those examples are replete. We have examples in pending litiga 
tion—namely, the Bechtel case brought by the Department of Justice 
in district court in California, where it is alleged Bechtel entered in 
agreements with Arab interests which, in effect, extended the boycott 
to American suppliers of goods and services to Bechtel, Bechtel alleg 
edly being the party that acted as the conduit to enforce the boycott 
with respect to Bechtel's own dealings in the first instance but, beyond 
that, to Bechtel's dealings with suppliers of goods and services in the 
United States.

So there have been numerous examples of the intrusion of the boy 
cott into what is thought to be American domestic concerns—that is, 
with whom American companies do business and where American 
companies sell their goods. Those two areas have not been traditionally 
a matter of boycott concern, but they have been enforced or sought to 
be enforced by the Arab boycott; and it is those two pernicious prac 
tices, among others, which H.R. 1561 would prohibit and, we believe, 
rightly so.

LETTERS OF CREDIT

Mr. YATRON. I have one final question. On page 4 of the joint ADL- 
Business Roundtable statement it is stated:

In order to assure the continued efficacy of international letters of credit, such 
legislation should not provide a legal right for any person to demand and 
enforce payment under a commercial letter of credit other than on the basis of 
compliance with its terms.

Would one of you care to explain what is behind this statement and 
exactly what does it mean ?

Mr. MOSES. It means simply this: That if a bank—we will use Riggs 
National Bank because it is here in Washington—received a letter of 
credit from an Arab bank—let us say the Aswan National Bank— 
and the letter contained provisions which are prohibited under H.R. 
1561, the Ricrgs Bank could not enforce those conditions but would not 
be compelled to make payment on the letter of credit when those condi 
tions were not met.
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In other words, payment would not be made but the bank could 

not act in any way to insure the conditions contained in the letter of 
credit were, in fact, complied with—that is, the furnishing of infor 
mation or the furnishing of certificates or any one of the other specific 
acts which would be prohibited under H.R. 1561.

Mr. YATKOX. Thank you.

STATEMENT OF MAX KAMPELMAN, LEGAL COUNSEL, AMERICAN 
JEWISH COMMITTEE

Mr. KAMPELMAN. The objective was to see to it that a bank which 
complied with the law was not thereby put in the position where it 
would become legally vulnerable through an independent action.

Mr. BINGHAM. For the benefit of the reporter, that is Mr. Max 
Ivampelman.

Mr. Gil man.
Mr. OILMAN. Thank you, Mr. Chairman. I want to join my col 

leagues in welcoming you and your associates in appearing here today 
representing other organizations and to thank you for your fine state 
ment. While I, too, have had to attend to other committee work during 
the course of the morning, I have now had an opportunity to review 
your statement.

As a cosponsor of the Bingham legislation, I have worked quite 
closely with him on this issue and am intensely interested in it. We 
appreciate your comments.

DISCRIMINATORY ASPECT Or BOYCOTT

When Secretary Vance appeared before our committee recently he 
made a statement that I was a bit concerned about and I welcome 
your comments with regard to it. He stated:

We agree, Mr. Chairman, on the need to prohibit by law and in absolute terms 
any discriminatory actions arising from foreign boycott based on race, religion or 
national origin.
and then went on to say—

The Government of Saudi Arabia has very recently informed us again that its 
boycott has no connection with or base in matters of race or creed.

It is my understanding that there certainly is a discriminatory 
practice here, that there are some racial problems, and I was wonder 
ing if you wou]d comment on that statement.

Mr. MOSES. The practice is to the contrary. Whatever the intention 
of the Saudis may be, it is not manifested in their actions. It is my 
understanding—I am certainly not in a position to contradict the 
Secretary—it is my understanding American Jews are not, under 
normal circumstances, permitted to enter Saudi Arabia; they will not 
receive a visa. There have been exceptions but they are truly excep 
tions ; they are not the norm.

The effect of the boycott, regardless of disclaimers by the Saudis, 
has been to discriminate against American Jews. The Saudis make 
the distinction that the boycott is intended to reach only Zionists, but 
that is not a term that is understood. Indeed it is a confusing term 
and an inapplicable term.
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If "Zionist" means friend of Israel, it means the majority of Amer 
ican citizens. If it means Jews, then obviously the boycott discrimi 
nates against Jews.

So although it is fine for the Saudis to say to our Secretary of 
State, "We would not indulge in religious discrimination," their 
practices are to the contrary, and it is hard to give credence to their 
words when their acts are as they have been.

Mr. BERGER. Mr. Oilman, if I may, I would like to intervene on this 
point.

I think one of the great virtues of legislation is that it sets stand 
ards in bright lights so that misunderstandings or misconceptions of 
people's conduct tends to perhaps be put in the background simply 
because the law will regulate some conduct.

The Rockefeller family fund recently wrote one of our companies 
in the United States explaining why it supported the American 
Jewish Congress's program in the shareholder field of dealing with 
the Arab boycott:

The fund's trustees consider this to be one of the most important issues being 
raised this year. The Arab boycott is still developing. If it is not stopped now, in 
a few years there could be even more serious problems of economic and political 
discrimination. It has not been so many years ago that gradual accommodation 
to discrimination against the Jews and Jewish firms in Europe for business or 
other reasons contributed to a world tragedy.

The issues also transcend the boycott of firms which deal with Israel and 
involve potential boycotts in this country against Jewish-owned suppliers and 
other businesses, and discrimination against Jewish employees simply because 
they are Jewish.

It may well be that people here in this country have misinterpreted 
the goals and objectives of all of the aspects of the Arab boycott. But 
this legislation will go a long way to prevent a continuation of any 
misunderstandings.

Mr. GILMAN. Thank you for your comments.

REPORTING REQUIREMENTS

The Secretary of State also suggested that the new law should sub 
stantially cut back the reporting requirement by U.S. firms. Do you 
agree with that proposal, Mr. Moses ?

Mr. MOSES. No, we do not. We do believe that safeguards should be 
introduced to prevent an inference of guilt from arising simply from 
reporting.

And that perhaps one way of doing this would be to have disclosure 
only on those reports which show compliance with the boycott. But 
we believe it is necessary and appropriate, for an array of reasons, 
to continue to require that American companies which receive boycott 
requests notify our Government.

To the extent that reporting can be simplified either by form or by 
the frequency of reports, this, of course, would be desirable.

Mr. KAMPELMAN. Mr. Chairman, may I, in that connection, read 
the relevant sentence from the joint statement of the ADL and the 
Business Roundtable as it relates to the question of reporting.

It is appropriate that the American public as well as the Congress and con 
cerned agencies of the U.S. Government be informed as to request affecting, 
the freedom of choice of U.S. persons provided the identity of reporting persons
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is not publicly disclosed except where there is a violation of the law. Therefore, 
reporting of boycott requests should be required, but only to the extent neces 
sary for effective enforcement of legislation and to inform our Govemment 
of the actions of foreign governments affecting U.S. persons.

I want to add to that by saying the one concern we consider to be 
a legitimate concern of the American business representatives was 
that by cooperating and reporting, a guilt should not thereby be im 
plied. And it is to address ourselves to that point which is obviously 
not the intent of the legislation that this paragraph was prepared.

Mr. BINGHAM. The time of the gentleman has expired.
Mr. Solarz.
Mr. SOLARZ. Thank you, Mr. Chairman.
There is little I can add to the observations of my good friend from 

New York, Mr. Rosenthal, except to say in a pluralistic society such 
as ours which is composed of a mosaic of different racial and religious 
groups, each of which is committed not only to its own special in 
terests but also, I think, to the larger national interests that the will 
ingness of the organizations represented here today to accept and sup 
port the very carefully and I think creatively constructed compromises 
contained in this legislation which implicitly recognize the right of 
the Arab countries to impose a primary boycott on Israel at the same 
time it attempts to insulate American companies and corporations 
from the pressures of the secondary and tertiary boycott represents 
an act of the highest ethnic statesmanship.

And I think it also represents Americanism in the best sense of the 
word because I think what we have seen here is a group of organiza 
tions who have looked out for the interests of their special constituen 
cies at the same time that they have been, I think, deeply interested 
in the larger national interest as well.

Having paid my obligatory tribute to your good work, let me see 
if I can ask a few questions.

BUSINESS ROTTNDTABLE

First of all, can you tell me if the president of the Mobil Oil Corp. 
is represented in the Business Roundtable?

Mr. GKEENBBRG. Mobil Oil Corp. is a part of the Business Round- 
table. The statement which was subscribed to was by a group described 
as—and I will get the precise words—a preponderance of the members 
of the policy bodies for each of our respective organizations.

We do not know the identity of the companies which may have dis 
sented from the statement, but we understand the preponderance 
was a meaningful majority of the total group.

Mr. SOLARZ. So this does represent the policy of the Business Round- 
table, even if each and every member of the Roundtable may not per 
sonally be entirely in agreement with it.

Mr. GREENBERG. That is correct.
Mr. SOLARZ. Just as not every member of your organization would 

not necessarily be in complete agreement with your position.
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[Telegram from Mobil Oil Corp. follows:]
TELEGBAM FROM MOBIL OIL COKP. TO THE BUSINESS ROUNDTABLE IN OPPOSITION TO 

THE JOINT STATEMENT OP PRINCIPLES
Mr. Gr. WALLACE BATES,
President, The Business RoundtaUe, New York, N.Y.

This is to advise you that Mobil Oil Corp. is unable to endorse the statement 
of principles distributed at the policy committee meeting on March 1, 1977. We 
recognize that the principles represent an enormous amount of hard work under 
difficult circumstances. Nevertheless, we must withhold our endorsement pri 
marily because the principles do not deal with the key point identified by Secre 
tary of State Cyrus Vance in his statement this week to the Senate and House, 
they go beyond Secretary Vance's recommendations in at least two important 
respects, and they are, as is inevitable with a compromise, too ambiguous to pro 
vide a sound basis for a criminal statute.

The key problem in the whole boycott situation with which the principles fail 
explicitly to deal was identified by Secretary Vance in his statement'as follows: 
"We must consider, for example, such difficult problems as whether an American 
company might be required to ship goods to a foreign country when it knew that 
these goods would be turned back or confiscated at the port of entry." From the 
business community point of view, resolution of this matter is of vital importance. 
It must not be a crime for a company not to buy goods for import into an Arab 
country where the laws of that Arab country forbid the importation of such goods. 
The reason given at yesterday's policy committee meeting for not dealing ex 
plicitly with this problem makes it all the more important that this point be 
clarified. The reason given was that it couldn't be dealt with explicitly because 
the Anti-Defamation League representatives might not be able to sell the princi 
ples to their constituents if this were made clear. Confusion of .this legitimate 
practice with the illegitimate practice of not doing business with boycotted com 
panies in transactions unrelated to imports into Arab countries has been the heart 
of the antiboycott forces' claim that legislation is necessary.

The principles also go beyond the recommendations of Secretary Vance to the 
Senate and House in at least two important respects. Under the principles the 
law would be applied to activities of foreign subsidiaries of U.S. companies 
which "affect the foreign trade" of the United States. Secretary Vance recom 
mended that it not apply to transactions of foreign subsidiaries which involve 
the commerce of a foreign country and not U.S. exports. Anyone familiar with the 
sweep of the concept "affect the foreign trade of the U.S." developed in the anti 
trust field, has to conclude that the only safe operating course for a U.S. com 
pany would be to assume that the law would apply to all activities of its foreign 
subsidiaries. We do not see any valid reason why the business community should 
endorse this principle which goes beyond what the Secretary of State has recom 
mended.

It goes beyond Secretary Vance's statement in a second important respect. 
The statement of principles would flatly prohibit negative certifications as to the 
origin of goods, whereas Secretary Vance states that this problem is being han 
dled in a satisfactory manner through diplomatic negotiations. Why should the 
business community support legislation in areas where the problems can be 
solved by diplomacy?

The statement of principles is a deliberate compromise constructed on a 
point and counterpoint basis with numerous ambiguities and conflicting prin 
ciples. While, given the circumstances of its creation as a compromise, it could 
not have come out otherwise, nevertheless the result is a hazardous basis for a 
criminal statute. Furthermore, when these principles begin to be translated into 
legislation there are bound to be disputes as to their intended meaning which may 
well result in the principles being used against the business community when it 
suits the opposition and disavowed when they cut in the opposite direction. It 
seems essential, if this difficulty is to be avoided, to supplement the principles 
with a set of specific examples so that there can be no misunderstanding as to 
what was intended.

Finally, the concept of meaningful compromise in this situation is fundamen 
tally flawed. The Business Boundtable will be perceived as representing the 
entire business community, although it clearly does not. This is even more true 
of the Policy Committee which has treated this as an urgent matter and, there-
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fore, one on which the entire membership could not be consulted. Thus the views 
of key business elements with large actual or potential volumes of trade with 
Arab countries are not in fact, represented. Contrasted with this, there is no 
assurance that the Anti-Defamation League will be perceived as representing 
all of the supporters of the anti-boycott legislation or that those other sup 
porters will not sometimes use the Principles against the business community 
but have no difficulty in urging more rigid measures where it suits their purpose.

For these reasons, Mobil Oil Corporation is unable to endorse the Statement of 
Principles.

Given the set of circumstances outlined above, it would be our suggestion that 
the Business Roundtable and the Anti-Defamation League jointly endorse the 
principles outlined in Secretary Vance's statement to the Senate and House.

Copies of this message are being sent to the Policy Committee of the Business 
Roundtable.

KAWLKIOH WARNEK, Jr., 
Chairman of the Board, Mobil Oil Corp.

MEANIXG OF AGREEMENT

Mr. SOLARZ. With respect to the problem you pointed out on page 4 
of your testimony concerning the different meanings of the word 
"agreement," you indicated that correspondence would be made avail 
able for the record. 1

I would like to know if you think we need either additional lan 
guage in the bill or perhaps language in the committee report making 
clear what AVC mean by the word "agreement" and in order to avoid 
the kind of problems you think \vere created by the definitions which 
were developed by the Department of Treasury.

Mr. MOSES. H.K. 1561 is explicit. As you know, Mr Solarz, it refers 
to taking any action as well as an agreement, and specifically prohibits 
the furnishing of information with respect to business being done in 
a boycotted country or information furnished with respect to whether 
another company is or is not on the blacklist.

If I may be so presumptuous, I would suggest perhaps that defini 
tion could be written in somewhat broader terms to prohibit the fur 
nishing of any information in furtherance of the boycott rather than 
two specific references that are presently contained in H.R. 1561.

Mr. SOLARZ. Except that might well relate to the exemptions and 
exceptions which are also contained in the legislation.

Mr. MOSES. But of course, then you can put in your exception lan 
guage. You have the broad language first as a matter of statutory 
drafting, and then put in your exceptions. It seems to me that would 
cover the situation.

Mr. BERGER. If I may comment. I think the idea of legislative his 
tory clarifying the intent with respect to agreement and dealing 
with implied agreement and action and course of conduct would be 
very helpful and would make it very clear to the executive branch of 
Government what congressional intent was.

Mr. SOLARZ. I think it would be useful if you could perhaps give 
us, after this is over, some suggested language for both inclusion in 
the bill as well as possibly in the committee report itself so we can nail 
this point down.

1 See appendix 7, p. 330.
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REPORTING OF CONTRIBUTIONS TO CHARITABLE ORGANIZATIONS

The next question I want to ask has to do with the unfortunate 
omission from the list of items with respect to which information 
cannot be disclosed about the activity of the offices of corporations 
doing business in the Arab world. This was covered by the Moss com 
mittee in its report.

I would like to know if you gentlemen would object to an amend 
ment to this legislation which would specifically add to the list of in 
formation which corporations are prohibited from providing the 
activity of the officers and their firms including contributions to the 
United Jewish Appeal or bonds of Israel becomes something they 
cannot disclose.

Mr. MOSES. We think that is entirely appropriate.

DISCLOSURE OF COMPLIANCE WITH THE BOYCOTT

Mr. SOLARZ. If, in fact, American corporations are prohibited le 
gally from complying and face some fairly stiff penalties if they do, I 
am not sure that I appreciate the advantages of requiring them to 
specifically disclose whether or not they complied.

I have to assume that of the thousands of boycott forms which are 
going to be sent in to the Department of Commerce, there will not 
be a single corporation which indicates that it has complied with con 
ditions which put it prima facie in violation with the law.

Does this not create a substantial amount of excess paperwork ?
Mr. MOSES. I think the disclosures to whether one has complied or 

not will not reduce the additional paperwork. It is whether one must 
disclose once wrongful doings. We are required to do that on our 
tax returns. We are required to put down how much income we have 
and compute our tax.

The purpose of the reporting would be to have available to our 
Government statistical information which would be valuable in de 
termining the reach of the boycott, and its effectiveness. Unless we 
are going to send people out to interview, it seems to me the self- 
reporting——

Mr. SOLARZ. Do you anticipate there will be any firms that indicate 
that they have complied with prohibited provisions in boycott re 
quests ?

Mr. MOSES. It is our hope that there will be no compliance. If there 
is a requirement to do so, I think, I, as an attorney, would advise 
my client it must do so even if my client violated the law, perhaps in 
advertently.

I certainly would advise my client not to compound that error.
Mr. GREENBERG. It may not be a direct and manifest violation of the 

law that will be revealed, but there are a number of areas where you 
could have evasive tactics which would be revealed by reporting re 
quirements.

For example, we suggest that the reporting requirements should dis 
close the amount of trade done by foreign subsidiaries and the amount 
of trade done by the same company's domestic operations so we can 
discern trends which occur in compliance with the law. If we see that
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there has been a diversion of commerce by one company from its 
American operations to its foreign operations, we would deem that to 
be an evasion which is prohibited and ought to be prohibited under 
the legislation; an evasion using a foreign company for the purpose 
of aiding and abetting the boycott.

So while the violation would not be manifest, the facts would begin 
to reveal those violations.

Mr. BINGHAM. The gentleman's time has expired.
Mr. PEASE. I have no questions, Mr. Chairman.
Mr. BINGHAM. Mr. Lagomarsino.
Mr. LAGOMARSINO. Thank you, Mr. Chairman. I would like to join 

my colleagues in complimenting all of you for what you have been able 
to do. I think a lot of progress has been made. It should be much 
easier to get meaningful legislation on the books and enforced.

I think that because of the cooperation between all of the organiza 
tions concerned, there will be much less fear and trepidation on the 
part of the business community about this.

IMPACT OF STATE ANTIBOYCOTT LAWS

In relation to that, we have had on the books for the last year or so 
legislation in, I believe, six States covering this same general area. Do 
we have any evidence from this already passed State boycott legisla 
tion that would indicate there would be a loss of American business 
in the Arab countries ?

Mr. MOSES. There is no conclusive information that we are aware of 
that would show a loss of business due to State legislation. There was 
some testimony before the Senate committee with regard to tonnage 
shipped from the Port of New York which showed the tonnage shipped 
from that port to the Mideast had not grown as fast as tonnage 
shipped from other ports; most notably Norfolk and New Orleans. 
But that could be attributable to many factors having no relationship 
to the antiboycott provision in the State of New York.

The short answer to your question is, Mr. Congressman, to our 
knowledge, there is no such conclusive data, but there is anxiety on the 
part of the business community and as this is an issue of national im 
portance reaching all 50 States and the District, we believe it would 
be appropriate to have national legislation with a suitable preemption 
provision in that statute.

DISCLOSURE OF COMPLIANCE WITH THE BOYCOTT

Mr. LAGOMARSINO. One thing occurred to me as someone was dis 
cussing the reporting requirements with you. Do we get into a situa 
tion where someone could claim the privilege against self-incrimina- 
tion if they were to report facts indicating they' were in violation of 
the law?

Mr. MOSES. My legal adviser, Mr. Berger, just whispered to me no. 
I am willing to rely upon that. I think that is the fact. I hate to dem 
onstrate my absence of legal knowledge, but I am not sure a corpora 
tion has the protection of the right against self-incrimination, to be 
gin with.



118

Mr. BERGER. I believe the Supreme Court has upheld in the tax area 
the requirement to provide information with respect to financial trans 
actions where people have claimed to give the information would be a 
confession of an illegal act, and the Supreme Court said you have to 
give the information.

Mr. LAGOMARSINO. This does not apply to corporations, in any event ?
Mr. MOSES. That is correct.
Mr. LAGOMARSINO. We might find out.1

MULTILATERAL ANTIBOYCOTT EFFORTS

With regard to our effort to encourage our friends abroad to enact 
similar legislation, how far can we push such an effort without being 
labeled anti-Arab instead of antiboycptt ?

Mr. MOSES. That is certainly a legitimate concern. We are hopeful 
that the leadership of the United States, in and of itself, will encourage 
foreign countries to move forward. If the United States, with its over 
whelming economic power and our long tradition of loyalty to doing 
what is honorable and what is right, if those two factors are brought 
to bear, we are hopeful that other countries will stand up and say we 
want to be counted on the side of the United States.

It is difficult to expect other countries whose economies are more 
fragile to take the lead in this area. Earlier I referred to President 
Carter's statement with regard to human rights which was followed 
a week or two by similar statements by the Government of Great 
Britain.

We hope when this Congress acts, as this committee has indicated 
it will, and the President signs the statute, it will be an indication to 
other governments, trading countries in Western Europe and in Japan 
that they, too, can now afford to stand up and be counted on the right 
side.

Mr. GREENBERG. Congressman, if I may, my perception differs a 
little from Mr. Moses. I do not perceive this legislation as anti-Arab. 
Indeed, our ability to reach an understanding with the leaders of the 
business community was that we did not perceive it as anti-Arab. It is 
pro free trade. It is against the artificial restraints in trade in the world 
and international commerce.

Certainly the Common Market stands for those principles and has 
established principles which make such a statement. We are simply 
asking them to implement their already established principles of free 
trade.

Mr. LAGOMARSINO. I might say they do not always follow that 
principle.

Mr. GREENBERG. I am afraid that is correct. We try to encourage it, 
anyway.

Obviously this legislation is addressed to other areas of boycott in 
the world, and we believe it enhances free trade.

Mr. LAGOMARSINO. Thank you.
I yield back the balance of my time.
Mr. BINGHAM. Mr. Beilenson.

1 The Information is found in appendix 10 of the hearings on "Extension of the Export 
Administration Act of 1969," pt. 1, 94th Cong., 2d sess.
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Mr. BEILENSON. I have no questions.
Mr. BINGHAM. Mr. Fascell.
Mr. FASCBLL. Thank you, Mr. Chairman.

IMPACT Or ANTIBOYCOTT LAW OF CONTRACTING

Mr. Moses, I have two related questions.
A U.S. company lets out on bids a contract for shipment to a country 

that engages in a boycott and the low bidder is an Israeli company. The 
question is in two parts regarding either the total product or component 
thereof. The related question is that American firms under this law 
are allowed to comply with Arab import laws. These Arab laws, how 
ever, are vague. They prohibit, for example, the importation of goods 
of blacklisted companies. But the blacklist is a secret.

So if you are an American contractor, you do not know whether you 
are in or out and what you should send. So the problem the contractor 
faces is on delivery whether he is going to be turned away for either 
one of those cases.

Mr. MOSES. The answer, sdr, is there no requirement that an Ameri 
can contractor subcontract with an Israeli firm and the American con 
tractor could not, under those circumstances, give the firm a certificate 
of origin, so the Arab boycott would continue to be effective as to the 
importation within the Arab country of goods manufactured in part or 
in whole in Israel.

Mr. BERGER. Mr. Fascell, that points up why I think Mr. Greenberg 
emphasized this really is not anti-Arab legislation.

Implicitly, as Mr. Solarz and Mr. Bingham indicated, the legislation 
recognizes the right of the Arab countries to maintain their primary 
boycotts; accordingly, they can continue although hopefully there 
will be in time circumstances in the area where it will not continue.

But if they do continue to refuse to buy Israeli goods, this law will 
not require them to do so.

Mr. FASCELL. Let me ask you this, just from a practical standpoint. 
What you are saying is he does not have to subcontract, so the problem 
never arises.

Mr. MOSES. This bill would not protect the Israeli country.
Mr. FASCELL. I understand that. I am talking about the prohibited 

act of a U.S. company, however.
Mr. MOSES. I think the answer is, Mr. Fascell, I think you put your 

finger on as a practical matter, the American contractor would not in 
clude in the list of companies for which requests for bids were sent an 
Israeli company. And that action of an American company would not 
be in violation of H.R. 1561.

Mr. FASCELL. I don't know. Why would he just protect himself in 
the bidding process for those contingencies ? That is the reason I raise 
it. I am not clear myself.

Mr. GREENBERG. I may misunderstand your question, Mr. Fascell, but 
I believe the exception that you are referring to we understand to be 
an exception to protect a U.S. person within an Arab country from 
being prosecuted if he complies within that country with the Arab 
law. But it does not permit——
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REFUSAL TO DO BUSINESS WITH THE BOYCOTTED COUNTRY

Mr. FASCELL. Wait a minute. I think you have confused me, at least 
again.

As I understood it, the prohibition in the law was that a U.S. com 
pany or person cannot refuse to do business with an Israeli company 
or person.

Mr. GREENBERG. That is correct.
Mr. MOSES. That is correct.
Mr. FASCELL. So now you have the scenario of a U.S. company in the 

United States contracting for delivery of goods in a country which 
exercises a boycott, and in the normal course of business, as a matter 
of letting out bids, the low bidder is an Israeli company.

Mr. MOSES. Eight.
Mr. FASCELL. Unless you protect yourself in the bidding, the ques 

tion arises, the U.S. company, under the law, is guilty for carrying 
out a prohibited act when it says to the low bidder, "You cannot 
deliver; I am sorry."

Mr. GREENBERG. That is correct.
Mr. FASCELL. It seems to me it is obvious, under that circumstance, 

in order to get around the penalty of the law, that is U.S. contractor 
in that case would have to provide in his bidding process that the 
winner is not the winner.

Now the equation is whether, if he does that, this law contemplates 
a penalty. I do not think it should.

Mr. MOSES. Mr. Fascell, I think you have put your finger on a point 
that may require a good deal more attention. Others will be thinking 
about it as well.

The statute would permit affirmative certificate of origin which 
would, as we understand it, mean that goods manufactured in Israel 
would not be accepted in Arab countries and the furnishing of an 
affirmative certificate of origin would not be in violation of H.E. 1561.

What the statute was designed to prohibit was Arab nations putting 
pressure upon American businesses not to do business in Israel with 
respect to other contracts, not with respect to the contract which is the 
subject of the procurement by the Arab nation. Because if that were 
the case, it is, in fact, an extension of the primary boycott.

Mr. BINGHAM. May I suggest Mr. Fascell has raised a point on which 
I detect a certain difference of opinion among the panel. Perhaps you 
might want to supplement your testimony with a written statement, 
if you so desire.

Mr. FASCELL. I will be glad to yield to Mr. Solarz. He says he has 
the answer, and that will be a great relief.

Mr. SOLARZ. I think I have the answer.
On page 25, section 2, it says: "Rules and regulations issued pursu 

ant to paragraph 1 shall provide exceptions for," which mean now they 
can issue rules and regulations in compliance with requirements pro 
hibiting the import of goods from the boycotted country or of goods 
produced by any business concern regulated under—which would 
seem to me to suggest that it would be in the power of the Department 
to devise rules and regulations to deal with that particular problem, 
since obviously this is contemplated by the exception.
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Mr. FASCELL. If the low bidder is an Israeli company under that 
scenario, and the Israeli company voluntarily says it is not going to 
deliver o.r accept the contract. That's obviously not a penalty situation. 
That is all I am saying.

Mr. MOSES. That has been my understanding, Mr. Fascell.
Mr. BINGHAM. Mr. Solarz.
Mr. SOLARZ. Thank you, Mr. Chairman.

I was most encouraged by Secretary Vance's testimony before our 
committee last week, particularly following what appeared to be some 
of the ambiguities in his testimony of the previous day before the Sen 
ate ; at least as it was interpreted by some of my friends here today.

Consequently, I was somewhat surprised to read a column by those 
noted observers of the situation in the Middle East, Evans and Novak, 
I think it was over the weekend, to the effect the Carter administration 
was moving in a more evenhanded direction in its diplomacy in the 
Middle East.

As part of the evidence of this conclusion, they referred specifically 
to Secretary Vance's position on the boycott legislation and suggested 
that while giving the impression of supporting antiboycott legislation, 
in reality he had carved out a position entirely acceptable to the Arab 
countries.

I would like to know if you have any reflections on that or whether 
there is more there than meets the eye or whether they are inaccurate 
on this as they are on other aspects of the Middle East.

Mr. MOSES. It certainly did not reflect my understanding of the Sec 
retary's statement before this committee, or the Senate committee.

I do not know where Evans and Novak get their information. I do 
not eat lunch at the same restaurant they do. I am not privileged to sit 
around the table and listen to the hard news they obtain in that 
fashion.

I would take exception to the characterization of the Secretary's 
testimony. It certainly would not seem to be supported by the very 
warm greeting which the President gave to Prime Minister Rabin yes 
terday when he arrived in Washington.

I suppose, without taking exception with the thrust of your ques 
tion, it might best be answered by Mr. Evans or Mr. Novak. We know 
of nothing that would support their statement.

Mr. KAMPELMAN. Mr. Solarz, President Truman once said that he 
felt sorry for those who attempted to interpret and understand daily 
events on the basis of the reports read in the newspapers. I think all 
of us have learned a long time ago it would be unfair to Secretary 
Vance to assume a position by him on the basis of what others have 
written about him.

IMPACT OP ANTIBOYCOTT LAW ON FOREIGN SUBSIDIARIES OF U.S. COMPANIES

Mr. SOLARZ. I was unclear about the nature of your response to the 
questions asked previously concerning the question of subsidiaries, par 
ticularly with reference to the position that was developed by Secre 
tary Vance.
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As I understand his position, subsidiaries should only come under 
the preview of this legislation to the extent the parent concern here in 
the U.S. attempts to use the subsidiary specifically in order to circum 
vent prohibitions contained in the legislation, but to that extent, the 
subsidiary is not being utilized for such purposes it ought not to be 
covered by this legislation.

Do you find that position acceptable ? How does that comport with 
the statement of principles which you developed with the Roundtable ?

Mr. GREENBERG. It is far narrower a position than the position taken 
by the ADL-Roundtable statement.

Mr. SoLARZ.What?
Mr. GREENBERG. It is a narrower and more restrictive application of 

the proposed law than the ADL-Roundtable statement, which would 
cover many more subsidiaries and actions of subsidiaries that you have 
just delineated.

We would believe the legislation would be deficient if it adopted 
that viewpoint as to the activities of subsidiaries.

Mr. SOLARZ. Would you prefer to see the current language on sub 
sidiaries contained in this legislation retained?

Mr. GREENBERG. The present language adopts a criterion of control 
in fact, and as part of the negotiated understanding that we reached 
with the Roundtable and after a considerable amount of negotiation 
on this specific point, they were pressing for a benchmark or criterion 
to determine the foreign subsidiaries that would come within the ambit 
of the act which was definite and not be more general concepts of con 
trol and fact which are securities law concepts.

And as part of the give and take of the drafting of the statement of 
principles, we accepted the concept that subsidiaries owned 50 percent 
or more would be those subsidiaries that would be subject to the reach 
of the act and that subsidiaries of less than 50 percent, even if con 
trolled in.fact, would not be within the ambit of the act unless they 
were used for purposes of abiding the purposes of the——

Mr. SOLARZ. That is acceptable to you ?
Mr. GREENBERG. It is acceptable.
Mr. SOLARZ. Presumably, the interest to the business community is 

a greater measure of certainty and they know who is included and who 
is not included because of the precise 50-percent figure ?

Mr. GREENBERG. We are aware of the fact this is a potential loophole 
in the application of the act, but we feel it is an acceptable provision, 
pending some examination how the business community believes——

Mr. SOLARZ. I am not a securities attorney, let alone an attorney. I 
only got through 3 months of law school and fled in terror.

It seems to me that position preserves your fundamental concerns.
Mr. MOSES. In the final analysis, Mr. Congressman, it is up to you 

and members of your committee to draft the legislation. We have 
agreed upon certain principles here, but we would not presume to 
suggest to the Congress what the precise legislative language might 
be.

Mr. SOLARZ. Why not; everybody else does.
Mr. MOSES. I might point out the differences between the Secretary's 

position and the joint statement are not very great. The Secretary re 
ferred to U.S. firms which seek to use foreign subsidiaries in a manner 
intended to circumvent the law.
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He does not define subsidiaries. Presumably less than 50 percent 
would constitute a subsidiary. He does not have a quantification of 
the term "subsidiary." The joint statement uses the 50-percent test, 
which Mr. Greenberg has explained, and refers to activities which 
affect the foreign trade of the United States which might well go 
beyond simply circumventing the law.

We think between those two principles, an accommodation is cer 
tainly possible.

MULTILATERAL AJJTIBOYOOTT EFFORTS

Mr. SOLARZ. On the question of what can be done to secure the co 
operation of other countries for the enactment of comparable regula 
tions in order to protect American businessmen from competition else 
where in countries where corporations are required to comply with the 
kind of provisions in this legislation, what would you think of includ 
ing in the bill a kind of sense of the Congress resolution to the effect 
that the President of the United States should undertake to enter 
into discussions with other countries in order to develop, if possible, 
a common approach to this problem ?

I must tell you, I specifically asked Secretary Vance about that and 
his spontaneous reply was that he would not be happy with such a 
provision because the Arabs might find it offensive. If we had said to 
the Arabs, we are interested in protecting American businessmen do 
mestically, that might be viewed as a kind of anti-Arab action on the 
part of the President and the Congress. Given that concern, I would 
like to know how you respond to the suggestion.

Mr. MOSES. We certainly respect the suggestion of our Secretary of 
State. We are hopeful, regardless of what specific language may be 
stated in the statute, our administration will, in furtherance of its 
own declaration, seek through diplomatic and other channels to en 
courage foreign governments to follow the lead of the United States.

And I might say, although I know you, Mr. Solarz, are well aware 
that Governments of Western Europe and the Government of Canada 
have taken certain actions to counter the improper thrust of the Arab 
boycott. The Dutch have done it; the West Germans have done it.

There have been very strong statements by the Minister of Trade in 
Great Britain. The Canadian Government has taken certain actions. 
So the other Governments of the world we look to as friends have in 
dicated their own course to——

Mr. SOLARZ. Do you think it would be helpful to have such a provi 
sion in the legislation ?

Mr. MOSES. I do not have a view on that, Mr. Solarz. I have not 
given it a great deal of thought. I do not know that my own experience 
and training would equip me to give sound advice in the area.

Mr. FASCELL. Would the gentleman from New York yield for a 
moment ? I know you did not direct the question to me. I would feel 
a lot better if we did not write it in the language of the report. In order 
to carry out the same idea we should go with affirmative language in 
which we point out what other countries have done to help solve this 
problem.

Mr. KAMPELMAN. In this connection', may I read an exerpt from the 
letter signed by Mr. Joseph and Mr. Shapiro which went to the Presi-

87-231—77———9
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dent on March 3, and it relates to the very point. The concluding para 
graph says:

In view of the significance of this matter, we respectfully suggest that you 
may wish to consider putting on the agenda for the summit meeting of the OECD 
an item with respect to this issue.

That is as far as the joint committee was prepared to go. It is a 
matter of concern. I thought it was relevant to your question.

ANTIBQYCOTT EFFORTS OF OTHER COUNTRIES

Mr. SOLARZ. One final question, if I may, Mr. Chairman. 
On the matter of what other countries have done, quite clearly they 

have expressed the concern over this situation. But my impression is 
that none of them have gone as far as we would be going if in fact this 
legislation becomes the law of the land.

I am under the impression they have talked about expressions of na 
tional policy rather than the establishment of legal prohibitions, in 
effect, somewhat similar to the kind of legislation we had when the 
Export Administration Act was first enacted in which we said it is 
against the policy of the country to engage in these things, but where 
we actually made no effort to prohibit it- 

Mr. MOSES. I think it is substantially correct. I understand in Hol 
land it is illegal for a notary to notarize boycott documents that con 
tain the kind of provisions H.R. 1561 is addressed to.

Mr. SOLARZ. I think it would be useful if you have available or your 
staff to include in the record an analysis of what other countries have 
done with respect to the boycott. 

Mr. MOSES. We certainly will do that.1

UNILATERAL SELECTION OF SUPPLIER

Mr. BINGHAM. I have one question, Mr. Moses, about a difference 
between your statement and the agreement with the Business Round- 
table. Your statement says at the bottom of page 6, top of page 7:

We would also agree the legislation should not prevent a U.S. person to 
comply with the unilateral and specific selection of a foreign country of a single 
supplier of goods and services to be involved in the distinct aspect of a trans 
action so long as such selection does not in practice violate or tend to violate 
the principles set forth above.

The agreement referred to one or more suppliers. Could you com 
ment on that?

Mr. MOSES. Yes. It is my understanding that was a mistake in 
draftsmanship. It was the intention of all parties involved in drafting 
that it would be as expressed in our statement.

Mr. BINGHAM. The singles——
Mr. MOSES. Yes.
Mr. GREENBERG. In a haste, Mr. Congressman, to make this state 

ment of principles available at the earliest possible moment, there was 
an ambiguity in the statement of principles and there was an exchange 
of clarifying telegrams, and the response by Johnny Hoffman, Jr., 
who is an associate of Mr. Mueller's for the business of the Roundtable

1 At time of publication the analysis had not been supplied.
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negotiating team clarified the fact it was the intent that the clause per 
mit specific and unilateral use of an item but not——

Mr. BINGHAM. Let's get this clear. Supposing the product involved 
a truck; would it be permissible to specify Goodyear tires and Delco 
batteries ?

Mr. GREENBERG. Yes, it would, so long as the specified items fall into 
what we describe as separate and distinct aspects of a given transac 
tion.

There is, however, a general savings clause in this matter as with 
others that these designations should not be used for the purpose of 
evading the purposes of the legislation.

Mr. BINGHAM. So when you speak of a single supplier, you are 
speaking of a particular part of the exported item, but that specifica 
tion may be repeated with respect to other components.

Mr. GREENBERG. That is correct.
Mr. BINGHAM. Thank you.
Mr. Solarz.
Mr. SOLARZ. One final question.

PROCESSING Or LETTERS OF CREDIT BY BANKS

On page 7 of your testimony, Mr. Moses, you say although the 
legislation should not place banks in the position of having to honor, 
letters of credit other than in compliance with their terms. Then you go 
on.

I wonder if you could clarify this somewhat. Are you in effect say 
ing if a bank has a letter of credit which contains prohibited clauses 
and the American corporation complies with everything in the letter of 
credit except the prohibited clauses in terms of the business transac 
tion that the bank should not be obligated to pay them the money?

Mr. MOSES. That is correct. The bank would not be obligated to pay, 
thus being able to uphold the sanctity of letters of credit in interna 
tional commerce. The bank could not act as a conduit of the improper 
information and accept the information and make payment.

Mr. SOLARZ. Can the bank accept the letter of credit which has pro 
hibited clauses in it ?

Mr. MOSES. It cannot pay on it and it cannot be sued for not paying 
on it.

Mr. SOLARZ. But it can accept it.
Mr. MOSES. It can accept it without the payment as a formality.
Mr. SOLAEZ. It can't pay on it ?
Mr. MOSES. That is correct.
Mr. SOLARZ. In other words, if it gets a letter of credit that requires 

Hie American firm to specify that none of the officers of the firm are 
Jewish, even if the firm agrees to comply with that provision and 
submits a list that nobody on our board of directors is Jewish and com 
plies with everything else, the bank would be prohibited from, paying 
on that letter of credit?

Mr. MOSES. That is correct, because it would be a conduit of the in 
formation. It could not be sued for not paying.

Mr. SOLARZ. And that principle is embodied in the bill as well as in 
vour recommendation ?
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Mr. MOSES. No, I do not believe so. That would be a modification to 
the bill.

Mr. SOLARZ. What does the bill now prohibit with respect to letters 
of credit?

Mr. MOSES. The bill does everything that the joint statement would 
do, except the bill does not expressly provide that the bank cannot be 
sued for failing to pay because a condition of the letter of credit which 
condition is barred by H.E. 1561 has not been met.

Mr. SOLARZ. Let me see if I can state that in lay language which 
your humble servant understands.

That is. you are saying there is nothing in this bill which right now 
precludes a bank from being sued if an American corporation com 
plies with all of the terms of a letter of credit, including prohibited 
provisions, but then the bank does not pay because the corporation 
complied with prohibited provisions ?

Mr. MOSES. I think what the joint statement is addressed to is the 
provision at the end of D of the exceptions of 4(a)2, which picks up 
which conditions the requirement shall be null and void. By making 
those conditions null and void, the bank would therefore be required 
or could be required to pay on that letter of credit because the condi 
tions which were not met are null and void.

Mr. SOLARZ. In the bill itself, what specifically is the bank prohib 
ited from doing in terms of a letter of credit ?

Mr. MOSES. From acting as a conduit of information which an 
American person is prohibited from furnishing in response to boycott 
requests.

Mr. SOLARZ. This legislation would prohibit them from doing that ?
Mr. MOSES. Yes.
Mr. SOLARZ. In other words, if the Arab boycott, for example, sub 

mits a letter of credit which contains requirements with respect to the 
disclosure of information which this legislation prohibits, the Ameri 
can bank is prohibited from accepting that letter of credit ?

Mr. MOSES. It is prohibited——
Mr. SOLARZ. From paying on it?
Mr. MOSES. That is correct. From processing, I think would be the 

correct term.
Mr. SOLARZ. In the same sense, the American corporation is already 

prohibited from complying?
Mr. MOSES. Right.
Mr. SOLARZ. You have a double prohibition ?
Mr. MOSES. Correct.
Mr. SOLARZ. Are you suggesting we add language here which would 

protect the banks from being sued for a failure to make good on the 
terms of a letter of credit ?

Mr. MOSES. Which terms are null and void by your statute, that is 
correct, sir.

Mr. SOLARZ. Why do you need an amendment to that? Wouldn't 
this legislation be an acceptable defense to such an action in a court 
even without such language ?

Mr. MOSES. I suspect not, because the statute makes the conditions 
which have not been met null and void; the position to be taken by 
the American exporter would be that that letter of credit must be paid.
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Mr. SOLARZ. You think this would provide an additional measure 
of protection to the banks if we included language and which would 
fortify them presumably in their determination to the prescriptions 
in this bill?

Mr. MOSES. Yes, and it would put them basically in an impossible 
situation. It would not disturb the sanctity which has attached over 
the years to letters of credit.

Mr. SOLARZ. Your reluctance to suggest particular language to the 
distinguished and august members of this committee notwithstanding 
I hope when the hearing is over you will give us the benefit of your 
precise language that would be useful to include in the bill on this line.

Mr. GREENBERG. Excuse me, Mr. Chairman. In order to be faithful 
to my own understanding, the provision in the statement of principle 
which gave rise to the material you have just been discussing, this was 
established in the language of the phraseology in order to assure the 
continued efficacy of international commercial letters of credit.

As I understand the concept, it is not to expand the types of letters 
of credit which are permissible under the legislation, but would, under 
legislation, it would be prohibited and would subject the bank in proc 
essing them to the penalties of the statute.

On the other hand, if through some ministerial error a letter of credit 
was processed that violated the statute, in order to insure the continued 
efficacy of the commercial letters of credit, the bank could pay ac 
cording to its terms without incurring civil liability. That is, liability 
to someone for having honored the letter of credit and paid off on the 
letter of credit.

It remains subject to the broad prohibitions of the statute and its 
penalties. But if there is an error and a letter of credit is processed 
that has a prohibited provision in order to assure the continued efficacy 
of international letters of credit, payment could be made according to 
its terms without civil liability.

That is my personal understanding of the language.
Mr. SOLARZ. What is to stop the banks from processing all these 

objectionable letters of credit? Are you simply claiming they were proc 
essed by accident and mistake ?

Mr. GREENBERG. Because that would be a defense in a prosecution by 
the U.S. Government and they would have to make such a defense.

I think any repeated course of conduct processing these letters of 
credit of prohibited provisions would be manifestly an attempt to 
evade the law. They should not and we understand that they would 
want to be free of the potential civil liability of having complied with 
the letter of credit if one slides through——

Mr. SOLARZ. That is why I think it would probably be useful to add 
an amendment to this language. I do not think you want to put the 
banks in the position if they complied with the law after having made 
an inadvertent error they are subject to substantial penalties in a civil 
action.

Mr. GREENBERG. The reason for the provision is to eliminate damages 
for breach of contract, for having honored a letter of credit according 
to its terms, and we felt that was a legitimate request to make these 
documents, of which there are hundreds of thousands processed in this 
country———
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Mr. SOLARZ. Presumably, once this legislation is enacted, any Ameri 
can businessman or businesswoman who got a letter of credit contain 
ing prohibited provisions should be on notice that the thing is defective, 
to begin with. I do not think it would be a great penalty to then protect 
the banks from a civil action which might result from this kind of 
confusion.

Mr. GREENBERG. I would agree, Mr. Congressman. I think they will 
work up a checklist of the prohibited provisions and they will have 
that checklist at every branch throughout the world, and they should 
turn down and not accept a process prohibited provision.

Mr. SOLARZ. I so rarely have an opportunity to do anything on behalf 
of the banks which, in my area of the world, are frequently excoriated 
for all sorts of sins. It just seems to me to be a useful opportunity to 
demonstrate I am not avidly antibank, under any and all circum 
stances.

Mr. BINGHAM. We are very grateful to you and members of the panel 
for outstanding testimony today which is very helpful to the committee.

The committee stands adjourned until 10 o'clock tomorrow morning.
[Whereupon, at 12:10 p.m., the committee adjourned, to reconvene at 

10 a.m. Wednesday, March 9,1977.]



EXTENSION OF THE EXPORT ADMINISTRATION ACT
OP 1969

WEDNESDAY, MARCH 9, 1977

HOUSE or REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL RELATIONS,

Washington, D.C.
The committee met at 10:10 a.m., in room 2172, Rayburn House 

Office Building. Hon. Clement J. Zablocki (chairman of the com 
mittee) presiding.

Chairman ZABLOCKI. The committee will please come to order.
This morning the Committee on International Relations holds its 

fourth day of hearings on H.R. 1561, the extension of the Export Ad 
ministration Act of 1969.

The focus of today's hearing, like yesterday's, will be the aiiti- 
boycott section of the bill.

This morning we will hear from four business organizations, and 
this afternoon at 1:30 we will receive testimony from State port 
authorities.

Our witnesses this morning are:
Mr. Jack Carlson, with the U.S. Chamber of Commerce; Mr. Robert 

McNeill, with the Emergency Committee for Trade (ECAT); 
Mr. Roger Kelley, with Caterpillar Tractor Co.; and Mr. Harold 
Morgan of the Morgan Equipment Co.

The committee has also received statements for the record from the 
Associated General Contractors of America, the Sante Fe Interna 
tional Corp., the Machinery and Allied Products Institute, the Greater 
San Francisco Chamber of Commerce, and the Agricultural Trade 
Council.

Without objection, these statements will be included in the appendix 
of the hearing record.

The committee would like to hear a brief statement from each of 
the four witnesses and then open the floor to questions from the 
members.

Mr. Carlson, I understand that you have to appear before a com 
mittee on the Senate side later this morning, so we will commence 
with your statement.

As Mr. Roger Kelley is a former constituent, I would be tempted to 
call him first. I am sure he will understand if I call Mr. Carlson.

Mr. Carlson, will you commence with your statement please.
(129)
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STATEMENT OP JACK CARLSON, VICE PRESIDENT AND CHIEF ECON 
OMIST OF THE CHAMBER OF COMMERCE OF THE UNITED STATES

Mr. CARLSON. I am Jack Carlson, vice president and chief econo 
mist of the Chamber of Commerce of the United States on whose be 
half I am appearing today. Accompanying me is John Brewer, the 
chamber's associate director for Near East and South Asian affairs.

We appreciate this opportunity to discuss issues relating to exten 
sion of the Export Administration Act of 1969 as embodied in H.R. 
1561.

As you suggest, Mr. Chairman, I will abbreviate my comments if, in 
fact, the full statement can be put in the record.

Chairman ZABLOCKT. Without objection, the full statement will be 
made part of the record.

POSITION OF THE U.S. CHAMBER OF COMMERCE ON H.R. 1561

Mr. CARLSON. While we support limited export control authority, on 
balance, we oppose this bill in its current 'form. The bill nonetheless 
has several important and valuable provisions worthy of serious con 
sideration. Our written testimony addresses these issues, and has been 
provided to the committee. During1 my comments I will concentrate 
on the national chamber's view of H.R. 1561's provisions dealing with 
foreign boycotts, as you suggest, nuclear exports and international ter 
rorism.

The fundamental question of the boycott debate is how to protect 
U.S. citizens and companies from discrimination without compelling 
American firms to violate the laws and regulations of certain Arab 
countries respecting the movement of goods and services to and from 
these countries.

The national chamber supports the freest international movement 
of goods, services and capital and has done so for over 50 years. We 
oppose boycotts, domestic or foreign, 'because (they impede normal 
commercial trade based upon economic considerations.

To that end, the chamber supports legislation which would elim 
inate or reduce any restrictive trade practices impeding the freest flow 
of international trade. Experience shows, however, that such legisla 
tion is effective in the international context only if it recognizes that 
other nations have the right and possess the power to apply their 
policy and law with respect to persons and conduct within their juris 
dictions, including the prescribing of regulations on the import and 
export of goods and services to and from their territories.

In <this context, we note that the bill under consideration, H.R. 1561, 
if enacted, could be either potentially ineffective or harmful because, 
in some respects, it does not fully recognize the rights and power of 
other nations.

The national chamber has carefully considered the various issues 
arising from fche effects of the boycott on U.S. citizens and com 
panies. It is clear that full resolution of this issue depends on the 
elimination of its basis: the Arab-Israeli conflict. Such a resolution, 
of course, would result from diplomatic and other considerations 
which are 'beyond the scope and effect of this legislation.
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Nonetheless, the chamber has developed a set of principles against 
which the behavior of U.S. citizens and companies should be judged. 
These principles define objectives which should 'be embodied in any 
U.S. law on this subject. Most, if not all, of these objectives can be 
achieved through existing law and regulation.

PRINCIPLES FOR ANTIBOYCOTT LEGISLATION

Four central principles 'must be considered as the basis of these 
objectives:

First, U.S. persons should not discriminate against other U.S. per 
sons on the basis of race, color, religion, sex, or national origin, pur 
suant to >a boycott-related request. This policy, already embodied in 
civil rights legislation, is applicable to discrimination resulting from 
a boycott-related request where the conduct resulting in such discrim 
ination is subject to U.S. jurisdiction. H.E. 1561 would prohibit 
American firms from refraining to employ a person on the basis of 
race, religion, nationality, or national origin.

The proposed legislation, by including "nationality" would put 
American firms in the impossible position of 'being required, in .most 
cases, to employ nationals of the boycotted country in fthe boycotting 
country. While a prohibition on discrimination in employment policies 
is desirable and is embodied in existing law, it should not infringe on 
the right of a corporation to require that an applicant for employment 
fulfill certain requirements—including being able to meet the im 
migration or other requirements of a country where the employment 
opportunity exists.

Second, U.S. persons should not furnish information regarding an 
other U.S. person's race, color, religion, sex, or national origin, pur 
suant to a boycott-related request. Adequate statutory authority exists 
to enforce thas policy and Commerce Department regulations respect 
ing foreign boycotts prohibit tlhe furnishing of this kind of informa 
tion.

Third, U.S. persons should not agree to refrain from doing business 
with or in the boycotted country as a condition of doing business in a 
boycotting country. Any attempt by a boycotting country to compel 
persons outside its jurisdiction to modify their conduct in regard to 
a boycotted country should be opposed. U.S. persons should be free to 
trade with the boycotted country, as they wish, outside the territory 
of the boycotting country. In this connection, the fact that a company 
has not found profitable business opportunities in the boycotted coun 
try, however, should not lead to the conclusion that the company is 
participating in the boycott. Thus, the absence of a business relation 
ship between a U.S. firm and the boycotted country should Qot be taken 
to imply participation in the boycott. Intent and agreement are very 
important.

Fourth, U.S. persons should not agree to refrain from doing business 
generally with other U.S. persons as a condition of doing business in 
a boycotting country. An established principle of both U.S. law and 
business practice is for firms not to discriminate against any potential 
group of employees, customers, or suppliers. Such discrimination is not 
at issue here. However, section 201 (a) of H.R. 1561 would amend sec 
tion 4 (a) of the Export Administration Act to prohibit American firms



132

from refraining to do business with any person. The approach taken 
by this bill presents a practical difficulty in denning "refraining to do 
business."

While the bill notes that the absence of a business relationship would 
not, in itself, constitute violation of the law, it is not appreciably more 
specific than that in denning a refusal to deal. S. 69, for example, 
implies that the absence of a business relationship, if it were caused by 
intent to further or comply with a boycott of a country friendly to 
the United States, would violate section 201 (a). H.R. 1561 raises the 
possibility that a firm could be in violation of section 201 (a) merely 
because of a pattern of its supply or sales arrangements—arrangements 
totally unrelated to boycott matters—was alleged to be the result of 
refraining from doing business. For this reason, if there is to be addi 
tional law in this area, it should concentrate on agreements to refrain 
from doing business. In this manner, the law would take on a meaning 
and dimension that is not present in H.R. 1561.

In addition to the principles enunciated above, there are several addi 
tional elements which should be contained in any legislation which 
seeks to define an effective national policy dealing with foreign boy 
cotts.

REPORTING REQUIREMENTS

First, with reference to the Commerce Department's reporting re 
quirements, exporters and related service organizations are currently 
required to report the receipt of requests for actions, including the 
furnishing of information or the signing of an agreement, which has 
the effect of furthering or supporting a boycott or restrictive trade 
practice and whether and how they have responded to such a request. If 
this reporting system is continued, the reports should give the report 
ing firm full opportunity to state the nature of its conduct. These re 
ports should be made public only when the company is charged with 
violation of the regulations. In no case should proprietary or confi 
dential business information be made public.

PREEMPTION OF STATE ANTIBOYCOTT LAWS

Second, Federal law dealing with foreign boycotts should explicitly 
preempt State laws. The increasing tendency of State governments 
to pass differing statutes is disturbing. At least five States have passed 
such laws, and two other States have them under active consideration. 
Under the Constitution, the regulation of foreign commerce is ex 
pressly the responsibility of the Federal Government. This should be 
made clear to the States at this time.

EXTRATERRITORIAL REACH OF ANTIBOYCOTT LAW

Third, the legislation should be sensitive to the laws and policies of 
other sovereign jurisdictions. H.R. 1561 would apply to subsidiaries 
and affiliates of American companies, even though they were incorpo 
rated under foreign law. Such subsidiaries or affiliates would often 
have to make a choice between violating the law of the country where 
they are based and do business—or violating the law of the country
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where their parent companies are based. It is neither practical nor 
good policy to legislate such a situation. Bather, U.S. law and regu 
lation respecting foreign boycotts should apply to conduct within the 
United States, or to dealing between controlled foreign corporations 
and other domestic U.S. persons.

Finally, U.S. law and regulation respecting foreign boycotts must 
take into account that it cannot affect the right of other countries—

To refuse to deal with another nation;

any ships intending to call at its ports.

NUCLEAR EXPORT CONTROL PROVISION

The proliferation of nuclear weapons represents one of the great 
est dangers facing mankind. The development of nuclear power 
sources has great potential for supplying the United States and other 
countries with reliable and economic energy. The tradeoff between 
these two issues is a subtle and delicate one. Title III of H.R. 1561 
appears to offer two differing approaches: Section 301 sets out cer 
tain elements which would be required in nuclear export agreements, 
and section 302 urges an international agreement in this area.

As the United States is not the only major exporter of nuclear ma 
terial, unilateral enactment of the conditions for agreement at the 
same time an international agreement is being sought does not ap 
pear to be the most productive or conciliatory approach internation 
ally. We are not even convinced that this subject is one that should 
be considered in the context of the Export Administration Act.

We are pleased to note that Senator Stevenson, when we testified 
before his subcommittee indicated he thought title III should be 
taken out of Ms bill on the Senate side.

However, should the Congress decide such consideration is desir 
able, we urge that the approach suggested in section 302—mandating 
the President to seek an international agreement—be given more em 
phasis than the approach described in section 301.

INTERNATIONAL TERRORISM

The proposed legislation, in section 114, would amend section 3 
of the Export Administration Act by directing the President to "make 
every reasonable effort to secure the removal or reduction" of assist 
ance provided to international terrorists by other countries. It further 
provides that export controls will be applied to countries providing as 
sistance to terrorists in the event that diplomatic negotiations do not 
produce multilateral agreements.

The use of export controls to encourage other countries to end their 
"support" of international terrorist activities would not be particu 
larly constructive, since it would penalize American exporters without 
noticeable effect on the terrorists themselves. In addition, it would 
establish an unfortunate precedent in applying export controls to for 
eign policy issues best addressed through diplomatic channels.

Thank you, Mr. Chairman.
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[Prepared statement of Mr. Jack Carlson follows:]

PBEPAKED STATEMENT OF JACK CABLSON, VICE PRESIDENT AND CHIEF ECONOMIST 
OF THE CHAMBER OF COMMERCE OF THE UNITED STATES

I am Jack Carlson, vice president and chief economist of the Chamber of Com 
merce of the United States on whose behalf I am appearing today. Accompany 
ing me is John V. E. Brewer, the Chamber's Associate Director for Near East 
and South Asian Affairs.

We appreciate this opportunity to discuss issues relating to extension of the 
Export Administration Act of 1969 as embodied in H. R. 1561. While we support 
limited export control authority, on balance, we oppose this bill in its current 
form. The bill nonetheless has several important and valuable provisions worthy 
of serious consideration. Our written testimony addresses these issues, and has 
been provided to the committee. During my oral remarks I will concentrate on 
the National Chamber's view of H.R, 1561's provisions dealing with foreign boy 
cotts, nuclear exports and international terrorism.

The fundamental question of the boycott debate is how to protect U.S. citizens 
and companies from discrimination without compelling American firms to vio 
late the laws and regulations of certain Arab countries respecting the movement 
of goods and services to and from those countries.

The National Chamber support the freest international movement of goods, 
services, and capital, and has done so for over 50 years. We oppose boycotts, do 
mestic or foreign, because they impede normal commercial trade based upon 
economic considerations. To that end, the Chamber supports legislation which 
would eliminate or reduce any restrictive trade practices impeding the freest 
flow of international trade. Experience shows, however, that such legislation 
is effective in the international context only if it recognizes that other nations 
have the right and posses the power to apply their policy and law with respect 
to persons and conduct within their jurisdictions, including the prescribing of 
legulations on the import and export of goods and services to and from their 
territories.

In this context, we note that the bill under consideration, H.R. 1561, if en 
acted, could be either potentially ineffective or harmful because, in some respects, 
it does not fully recognize the rights and power of other nations.

The National Chamber has carefully considered the various issues arising 
from the effects of the boycott on United States citizens and companies. It is 
clear that full resolution of this issue depends on the elimination of its basis: 
the Arab-Israeli conflict. Such a resolution, of course, would result from diplo 
matic and other considerations which are beyond the scope and effect of this 
legislation. Nonetheless, the Chamber has developed a set of principles against 
which the behavior of U.S. citizens and companies should be judged. These prin 
ciples define objectives which should be embodied in any U.S. law on this subject. 
Most, if not all, of these objectives can be achieved through existing law and 
regulation.

Four central principles must be considered as the basis of these objectives:
(1) U.S. persons should not discriminate against other U.S. persons on the 

basis of race, color, religion, sex, or national origin, pursuant to a boycott-related 
request. This policy, already embodied in civil rights legislation, is applicable 
to discrimination resulting from a boycott-related request where the conduct 
resulting in such discrimination is subject to U.S. jurisdiction. H.R. 1561 would 
prohibit American firms from refraining to employ a person on the basis of race, 
religion, nationality, or national origin. The proposed legislation, by including 
'"nationality" would put American firms in the impossible position of 'being re 
quired, in most cases to employ nationals of the boycotted country in the boy 
cotting country. While a prohibition on discrimination in employment policies 
is desirable and is embodied in existing law, it should nor infringe on the right, 
of a corporation to require that an applicant for employment fulfill certain re 
quirements—including being able to meet the immigration or other requirements 
of a country where the employment opportunity exists.

(2) U.S. persons should not furnish information regarding another U.S. per 
son's race, color, religon, sex, or national origin, pursuant to a boycott-related 
request. Adequate statutory authority exists to enforce this policy and Com 
merce Department regulations respecting foreign boycotts prohibit the furnish 
ing of this kind of information.
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(3) U;S. persons should not agree to refrain from doing business with or in 
the boycotted country as a condition of doing business in a boycotting country. 
Any attempt by a boycotting country to compel persons outside its jurisdiction 
to modify their conduct in regard to a boycotted country should be opposed. U.S. 
persons should be free to trade with the boycotted country, as they wish, outside 
the territory of the boycotting country. In this connection, the fact that a com 
pany has not. found profitable business opportunities in the boycotted country, 
however, should not lead to the conclusion that the company is participating in 
the boycott. Thus, the absence of a business relationship between a U.S. company 
and the boycotted country should not be taken to imply participation in the 
boycott.

(4) U.S. persons should not agree to refrain from doing business generally 
with other U.S. persons as a condition of doing business in a boycotting country. 
An established principle of 'both U.S. law and business practice is for firms not 
to discriminate against any potential group of employees, customers, or suppliers. 
Such discrimination is not at issue here. However, Section 201 (a) of H.R. 1561 
would amend Section 4(a) of the Export Administration Act to prohibit Ameri 
can firms from "refraining to do business with any person." The approach taken 
by this bill presents a practical difficulty in defining "refraining to do business." 
While the bill notes that the absence of a business relationship would not, in 
itself, constitute violation of the law, it is not appreciably more specific than 
that in denning a refusal-to-deal. S. 69, for example, implies that the absence 
of a business relationship, if it were caused by intent to further or comply with 
a boycott of a country friendly to the United States, would violate Section 
201 (a). H.R. 1561 raises the possibility that a firm could be in violation of Sec 
tion 201 (a) merely because of a pattern of its supply or sales arrangements— 
arrangements totally unrelated to boycott matters—which was alleged to be the 
result of "refraining to do business." For this reason, if there is to be additional 
Jaw in this area, it should concentrate on "agreements" to refrain from doing 
business. In this manner, the law would take on a meaning and dimension that 
is not present in H.R. 1561.

In addition to the principles enunciated above, there are several additional 
elements which should be contained in any legislation which seeks to define an 
effective national policy dealing with foreign boycotts. First, with reference to 
the Commerce Department reporting requirements, exporters and related service 
organizations are currently required to report the receipt of requests for actions, 
including the furnishing of information or the signing of an agreement, which 
has the effect of furthering or supporting a boycott or restrictive trade practice 
and whether and how they have responded to such a request. If this reporting 
system is continued, the reports should give the reporting firm full opportunity 
to state the nature of its conduct. These reports should be made public only 
when the company is charged with violation of the regulations. In no cases, 
should proprietary or business confidential information be made public.

Second, Federal law dealing with foreign boycotts should explicitly preempt 
state laws. The increasing tendency of state governments to pass differing stat 
utes is disturbing. At least five states have passed such laws, and two other 
states have them under active consideration. Under the Constitution, the regula 
tion of foreign commerce is expressly the responsibility of the Federal Govern 
ment. This should be made clear to the states.

Third, the legislation should be sensitive to the laws and policies of other 
sovereign jurisdictions. H.R. 1561 would apply to subsidiaries and affiliates of 
American companies, even though they were incorporated under foreign law. 
Such subsidiaries or affiliates would often have to make a choice between vio 
lating the law of the country where it is based and does business—or violating 
the law 0? the country where its parent company is based. It is neither practical 
nor good policy to legislate such a situation. Rather, United States law and reg 
ulation respecting foreign boycotts should apply to conduct within the United 
States, or to dealing between controlled foreign corporations and other domestic 
U.S. persons.

Finally, United States law and regulation respecting foreign boycotts must 
take into account that it cannot affect the right of other countries:

To refuse to deal with another nation ;
To accept or exclude goods and services from any source;
To regulate admission of people into its territory; and
To admit or exclude any ships intending to call at its ports.
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NUCLEAR EXPORTS

The proliferation of nuclear weapons represents one of the greatest dangers 
facing mankind. The development of nuclear power sources has great potential 
for supplying the United States and other countries with reliable and economic 
energy. The trade-off between these two issues is a subtle and delicate one. Title 
ill of H.R. 1561 appears to offer two differing approaches: Section 301 sets 
out certain elements which would be required in nuclear export agreements, and 
Section 302 urges an international agreement in this area.

As the United' States is not the only major exporter of nuclear material, uni 
lateral enactment of the conditions for agreement at the samo time an interna 
tional agreement is being sought does not appear to be the most productive or 
conciliatory approach internationally. We are not even convinced that this sub 
ject is one that should be considered in the context of the Export Administration 
Act. However, should the Congress decide such consideration is desirable, we 
urge that the approach suggested in Section 302—mandating the President to 
seek an international agreement—be given more emphasis than the approach 
described in Section 301.

TERRORISM

The proposed legislation, in Section 114, would amend Section 3 of the Export 
Administration Act by directing the President to "make every reasonable effort 
to secure the removal or reduction" of assistance provided to international 
terrorists by other countries. It further provides that export controls will be 
applied to countries providing assistance to terrorists in the event that diplo 
matic negotiations do not produce multilateral agreements. The use of export 
controls to encourage other countries to end their "support" of international 
terrorist activities would not be particularly constructive, since it would penalize 
American exporters without noticeable effect on the terrorists themselves. In 
addition, it would establish an unfortunate precedent in applying export controls 
to foreign policy issues best addressed through diplomatic channels.

Chairman ZABLOCKI. Thank you, Mr. Carlson.
The Chair notes with pleasure a former Member of Congress, Tom 

Rees. We are glad to have you before us. If you wish to testify or have 
a statement we welcome you.

Mr. REES. I iust got homesick.
Chairman ZABLOCKI. We will hear Mr. Robert MeNeill next.

STATEMENT OF ROBERT L. McNEILL, EXECUTIVE VICE CHAIRMAN, 
EMERGENCY COMMITTEE TOR AMERICAN TRADE

Mr. MCNEILL. Thank you. I am delighted to be here to testify on 
behalf of the Emergency Committee for American Trade. The compa 
nies I represent are 64 very large and substantial companies that are 
engaged in world wide trade and investment.

With respect to title I, we are strongly in support of those provi 
sions that would extend the President's export control authority. We 
believe they will be useful and helpful to American exporters.

NATIONAL ANTTBOYCOTT LAW

Our comments today are limited primarily to the boycott provisions 
of H.R. 1561.

We believe the time has come to establish a consistent national pol 
icy on foreign boycotts. The enactment of the international boycott 
amendment to the tax code last year, the rising number of differing 
State statutes seeking to regulate antiboycott activities, the various 
U.S. Department of Commerce regulations for filing antiboycott re-
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oorts, the proposed Justice Department consent decree in the Bechtel 
case, and the introduction in the Congress of several antiboycott bills 
have created uncertainty as to what is or is not prohibited in our in 
ternational trade.

In legislating a national policy on foreign boycotts, we recommend 
that antiboycott legislation deal with foreign boycotts as they are and 
not as some describe -them to be. The Arab boycott of Israel is popu 
larly perceived as involving religious and racial discrimination. In 
fact, its purpose is essentially political and economic—as is 'borne out 
in a study published in January by the Anti-Defamation League of 
B'nai B'rith. That study yesterday was presented 'for the record to this 
committee.

The ADL analyzed the first 836 Arab boycott request reports that 
the U.S. Commerce Department publicly released last year and found 
that basically the discriminatory requests were one-half of 1 percent 
of the 836 cases.
. Nonetheless, discrimination in any instance is abhorrent to us. We, 
therefore, strongly support those provisions in H.R. 1561 prohibit 
ing discrimination, or the furnishing of information of a discrimina 
tory nature.

We urge the Congress to consider the facts—all too well known to 
business—of the fierce competition in the world for markets. In 1975, 
the Arab states boycotting Israel bought $25.5 billion of goods from 
foreign sources. The United States supplied $4.4 billion, or 17.3 per 
cent of that total.

These figures are expected to grow substantially in the coming years. 
They could provide vital jobs for American workers, earnings for 
American firms, and foreign exchange to finance our imports. We 
should seek to accomplish the purpose of boycott legislation without 
sacrificing segments of this business to foreign competitors.

Our dependence on imports of Arab oil is great and is growing. 
Estimates are that Arab oil will represent approximately 55 percent 
of U.S. oil imports in 1980 and about 60 percent in 1985, which would 
represent 30 percent or more of total U.S. oil demand at that time. 
Continued access to this Arab oil is vital to our economy. Again, we 
should seek to accomplish our purpose without adding to uncertainties 
about the supply and cost of petroleum.

DIFFERENCES BETWEEN H.R. 1561 TO INFORMAL CONFERENCE COMPROMISE

I now will comment on title II of H.R. 1561, containing the anti- 
boycott provisions. Title II differs in three major respects from the 
compromise bill informally agreed to by House and Senate conferees 
last fall.

First, the "intent" language in section 4A(a) (1) has been omitted.
Second, negative certificates are prohibited.
And, third, allowance for compliance by an (individual with the 

immigration or passport requirements of the boycotting country has 
been deleted.

We urge this committee to reinsert these three provisions:
Because H.R,. 1561 provides for severe criminal and civil penalties 

for violations of its provisions and regulations issued thereunder, we 
believe *hat the proscribed conduct should be coupled with an actual
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"intent" to further or support a boycott or restrictive trade practice.
Secretary Vance also said to this committee on our second point, .that 

during his recent visit ito Saudi Arabia, its leaders had informed him 
that "Saudi Arabia will accept positive certifications of origin." He 
added that the administration is continuing "efforsts to bring about 
voluntary changes by foreign governments in this and other areas of 
intrusive 'boycott practices." We believe that the administration's ef 
forts would be enhanced if proposed legislation did not flatly prohibit 
negative certifications.

The goodwill and confidence of many Arab nations is based in 
large measure on commercial relationships. Legislating against nega 
tive certifications would most likely force American companies to 
give up business to other competitors in the Middle East unless Arab 
countries repealed their laws requiring such certifications. This would 
impair our commercial relationships and weaken U.S. diplomatic in 
fluence.

The exception involving compliance by an individual with the 
immigration or passport requirements of any country would by im 
plication permit a company whose employees could not secure a visa, 
nonetheless, to go forward with a project in a boycotting country. 
Without the exception, the company presumably would be required to 
refuse the business. Again, jobs and income would be lost by American 
workers and firms.

ADDITIONAL RECOMMENDED CHANGES IN H.R. 1561

We have the following additional comments for revising H.K. 1561:
Section 4A(a) (1) should be revised by deleting the reference to 

"taking" actions and retaining in lieu thereof "agreeing Ito 'take" and 
adding "with intent to comply with," as recommended in point 1 
above.

In general, we agree with the prohibitions spelled out in section 
4A(a) (1) (A) and (B) concerning "refusals to deal." We recommend 
below a modification in the exceptions affecting these provisions.

We also agree with the prohibition in section 4A(a) (1) (C) involv 
ing discrimination.

We strongly recommend that the word "other U.S." be inserted 
between the words "any" and "person" in section 4A(a) (1) (E). In 
dividuals should be permitted to furnish factual and historical infor 
mation on their own business activities. To deny them this freedom 
appears unjust. Companies, mostly small and medium sized, intending 
to do business for the first time with Arab nations might be barred 
from entry in that market, if they are prohibited from furnishing in 
formation on their business relationships in that area. Further, com 
panies already on the blacklist would have no means available to 
remove their names. We support, however, prohibitions on any U.S. 
person from furnishing business information about any other U.S. 
person.

The "refusals to deal" exceptions in H.R. 1561 fail to take full 
account of the inability of private persons to export goods or serv 
ices to or export them from any sovereign country in a manner con 
trary to that country's laws and requirements. An American engine 
exporter, for example, should be permitted to equip the engine with an



139

electric starter acceptable to the purchaser. We concur, however, that 
the company should not be permitted to agree to refuse to do business 
with the starter company in other transactions. The U.S. company's 
failure to assure the boycotting country that it is not providing goods 
or services prohibited entry by that country will most likely result in 
the boycotting country's refusing to accept the whole shipment or con 
fiscating it.

In such a case, nobody benefits. The United States, however, loses 
jobs and exports. We strongly urge the committee to make appropriate 
modifications in the exceptions to take account of this problem, which 
Secretary Vance described in his testimony, and we would be glad to 
offer language to the committee to consider.

We recommend that the committee also reconsider the definition of 
"United States person," deleting the references to foreign subsidiaries 
and affiliates. Limiting the reach of the bill to "domestic concerns" 
as was provided for in S. 3084, which was overwhelmingly passed by 
the Senate last year, in our judgment, is the preferable approach. It 
would avoid the possibility of putting overseas U.S. subsidiaries and 
affiliates in conflict with foreign laws or policies when they differ from 
those of the United States. We would support, however, provisions to 
prohibit U.S. firms from using foreign subsidiaries in a manner in 
tended to circumvent U.S. law.

We also recommend that Federal legislation provide for specific 
preemption of State statutes that regulate involvement in foreign 
boycotts. The power to control foreign commerce and international 
relations is a Federal responsibility and the United States must speak 
with one voice in such matters.

U.S. Department of Commerce boycott reporting requirements 
should be eliminated or reduced. The tax code has been amended to 
require taxpayers to report all such activities annually with their tax 
returns. The filing of separate reports, containing essentially similar 
information, to two different agencies is redundant and costly.

We .recommend that the effective date of application of this act to 
existing contracts be no earlier than January 1, 1978, rather than the 
90-day period provided in H.R. 1561.

Mr. Chairman and members of the committee, thank you for having 
me here.

Chairman ZABLOCKI. Thank you, Mr. McNeill. Your entire state 
ment will be made part of the record at this point.

[The prepared statement of Mr. Eobert McNeill follows:]
PREPARED STATEMENT OF ROBERT L. MCNEILI, EXECUTIVE VICE CHAIRMAN, 

EMERGENCY COMMITTEE FOR AMERICAN TRADE
Mr. Chairman, I am delighted to be here to testify on behalf of the Emergency 

Committee for American Trade. ECAT, as our committee is called, is composed of 
the leaders of 64 of the country's largest firms and banks engaged in worldwide 
trade and investment. We thank you for giving us the opportunity to state our 
views on legislation to renew the President's authority to control U.S. exports 
and to expand his power to take action against foreign boycotts.

We support renewing the President's export control authority. The changes 
proposed in the legislation before this committee for administering the export 
control system appear wise and should be helpful to U.S. exporters.

We should like to devote the balance of our testimony to discussing the foreign 
boycott provisions. They touch on vital matters. ECAT members have carefully 
studied the provisions and they have issued a statement of policy on antiboycott 
legislation, which is appended to our testimony.

87-231—77———10
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ECAT believes the time has come to establish a consistent national policy on 
foreign boycotts. The enactment of the international boycott amendment to the 
tax code last year, the rising number of differing state statutes seeking to regu 
late antiboycott activities, the various U.S. Department of Commerce regulations 
for filing antiboycott reports, the proposed Justice Department consent decree 
in the Bechtel case, and the introduction in the Congress of several antiboycott 
.bills have created uncertainty as to what is or is not prohibited in our interna 
tional trade.

In legislating a national policy on foreign boycotts, we recommend that anti- 
jboycott legislation deal with foreign boycotts as they are and not as some de 
scribe them to be. The Arab boycott of Israel is popularly perceived as involving 
religious and racial discrimination. In fact, its purpose is essentially political 
and economic—as is borne out in a study published in January by the Anti-Defa 
mation League of B'nai B'rith. The ADL analyzed the first 836 Arab boycott re 
quest reports that the U.S. Commerce Department publicly released last year 
and found that:

Boycott requests involving religious discrimination were rare—appearing on 
three of 836 reports, or less than one-half of 1 percent.

In each of the three cases, which originated in Saudi Arabia, the discrimina 
tion took the form of a boycott-related request that a hexagonal or six-pointed 
star not appear on the goods or packages to be shipped to the Saudi importer.

The study adds:
None of the reports examined contained requests for information concerning 

.ownership or control of the exporting firm by persons of the Jewish faith, the 
presence of Jews on its board of directors. None of the reports, likewise, inquired 
whether the reporting firm used the goods and/or services of a Jewish subcon 
tractor, and there were no reports involving requests that a firm not send 
persons of a particular religion to the Arab country where services were to be 
performed.

Nonetheless, discrimination in any instance is abhorrent to us. We, therefore, 
strongly support those provisions1 in H.R. 1561 prohibiting discrimination or the 
furnishing of information of a discriminatory nature.

We should, however, be clear as to what can and cannot be accomplished by 
legislation. In introducing S. 69—one of two anti-foreign boycott bills in the Sen 
ate—on January 10. Senator Stevenson noted that the Arab boycott of Israel 
"will be ended only when there is permanent peace in the Middle East," and that 
"just as we seek to protect American sovereignty, we should also avoid interfer 
ence with the sovereignty of others." We agree and hope that these thoughts will 
be kept in mind as the Congress considers the bills before it.

We further urge the Congress to consider the facts—all too well known to 
business—of the fierce competition in the world for markets. In 1975, the 
Arab states boycotting Israel bought $25.5 billion of goods from foreign sources. 
The United States supplied $4.4 billion, or 17.3 percent of that total. Germany, 

.France, the United Kingdom, Italy and Japan were our most aggressive compet 
itors. The U.S. has a huge stake in large-scale construction projects in the 
boycotting Arab states. They started about $8 billion in such projects in 
1975, of which an estimated $1.4 billion will go to the United States. These figures 
are expected to grow substantially in the coming years, and could provide vital 
jobs for American workers, earnings for American firms, and foreign exchange 
to finance our imports. We should seek to accomplish the purpose of boycott legis 
lation without sacrificing segments of this business to foreign cnmpptito'-s.

Our dependence on imports of Arab oil is great and is growing. In the first 
nine months of 1976, U.S. crude oil imports climbed nearly 30 percent to 5.2 
million barrels a day. Arab oil made up 46 percent of this total, compared with 
31 percent in 1975. Arab oil imports equalled 14 percent of U.S. oil demand for the 
first nine months of 1976. Estimates are that Arab oil will represent approxi 
mately 55 percent of U.S. oil imports in 1980 and about 60 percent in 1985, which 
would represent 30 percent or more of total U.S. oil demand. Continued access 
to this Arab oil is vital to our economy. Again, we should seek to accomplish 
our purpose without adding to uncertainties about the supply and cost of oil.

I now will comment on Title II of H.R. 1561, containing the antiboycott pro 
visions. It. differs in three major respects from the compromise bill informally 
agreed to by House and Senate "conferees" last fall.

First, the "intent" language in Section 4A(a) (1) has been omitted.
Second, negative certificates are prohibited.
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And, third, allowance for compliance by an individual with the immigration 
or passport requirements of the boycotting country has been deleted. 

We urge this committee to re-insert these three provisions:
1. Because H.R. 1561 provides for severe criminal and civil penalties for vio 

lations of its provisions and regulations issued thereunder, we believe that the 
proscribed conduct should be coupled with an actual "intent" to further or 
support a boycott or restrictive trade practice. In his statement before this com 
mittee, Secretary of State Cyrus Vance recognized the problem af U.S. persons 
failing to deal with friendly foreign countries or with U.S. firms when that fail 
ure is considered in isolation and out of context. Specifically, after stating the 
general principle that American firms should be prohibited from failing to deal 
with other U.S. firms in a context demonstrably related to a foreign boycott, 
he said:

"This principle raises difficult questions about enforcement—turning on 
judgement about a company's intent when it does not do business with a friendly 
country or another company."

2. Secretary Vance also said to this committee that during his recent visit 
to Saudi Arabia, its leaders had informed him that "Saudi Arabia will accept 
positive certifications of origin." He added that the Administration is con 
tinuing "efforts to bring about voluntary changes by foreign governments in this 
and other areas of intrusive boycott practices." We believe that the Administra 
tion's efforts would be enhanced if proposed legislation did not flatly prohibit 
negative certifications. To a large extent, the prospects of peace in this part of 
the world depend on cooperative economic and diplomatic relations with all 
nations involved. The goodwill and confidence of many Arab nations is based 
in large measure on commercial relationships. Legislating against negative 
certifications would most likely force American companies to give up business 
to other competitors in the Middle East unless Arab countries repealed their 
laws requiring such certifications. This would impair our commercial rela 
tionships and weaken U.S. diplomatic influence.

3. The exception involving compliance by and individual with the immigration 
or passport requirements of any country would by implication permit a company 
whose employees could not secure a visa, nonetheless, to go forward with a 
project in a boycotting country. Without the exception, the company presumably 
would be required to refuse the business. Again, jobs and income would be lost 
by American workers and firms.

We would also like to offer the following additional recommendations for 
revising H.R. 1561:

4. Section 4A(a) (1) should be revised by deleting the reference to "taking" 
actions and retaining in lieu thereof "agreeing to take" (and adding "with 
intent to comply with," as recommended in point 1 above). Thus, Section 4A- 
(a) (1) would read in part:

"* * * the President shall issue rules and regulations prohibiting any United 
States person from agreeing to take any of the following actions with intent to 
comply with * * *

This modification would bring the Act into conformity and consistency with 
the proscriptions and penalties of the antitrust laws and the Tax Reform Act 
of 1976, which prohibit or provide penalties for agreements or contracts, com 
binations and conspiracies to further the boycott.

5. In general, we agree with the prohibitions spelled out in Section 4A(a) (1) 
(A) and (B) concerning "refusals to deal." We recommend below a modification 
in the exceptions affecting these provisions.

We also agree with the prohibition in Section 4A(a)(l)(C) involving 
discrimination.

6. We strongly recommend that the word "other" be inserted between the words 
"any" and "person" in Section 4A(a)(l)(E). Individuals should be permitted 
to furnish factual and historical information on their own business activities. To 
deny them this freedom appears unjust. Companies, mostly small and medium- 
sized, intending to do business for the first time with Arab nations might be 
barred from entry in that market if they are prohibited from furnishing informa 
tion on their business relationships in that area. Further, companies already 
on the blacklist would have no means available to remove their names. We 
support, however, prohibitions on any U.S. person from furnishing business 
information about any other U.S. person.

7. The "refusals to deal" exceptions in H.R. 1561 fail to take full account of 
the inability of private persons to export goods or services to or export them
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from any sovereign country in a manner contrary to that country's laws and 
requirements. An American engine exporter, for example, should be permitted 
to equip the engine with an electric starter acceptable to the purchaser. We 
concur, however, that the company should not be permitted to agree to refuse 
to do business with the starter company in other transactions. The U.S. company's 
failure to assure the boycotting country that it is not providing goods or services 
prohibited entry by that country will most likely result in the boycotting country's 
refusing to accept the whole shipment or confiscating it. In such a case, nobody 
benefits. The U.S., however, loses jobs and exports. We strongly urge the com 
mittee to make appropriate modifications in the exceptions to take account of 
this problem, which Secretary Vance described in his testimony, and we would 
be glad to offer language to the committee to consider.

8. We recommend that the committee also reconsider the definition of "United 
States person," deleting the references to foreign subsidiaries and affiliates. 
Limiting the reach of the bill to "domestic concerns" as was provided for in 
S. 3084, which was overwhelmingly passed by the Senate last year, in our judg 
ment, is the preferable approach. It would avoid the possibility of putting over 
seas United States subsidiaries and affiliates in conflict with foreign laws or 
policies when they differ from those of the United States. We would support, 
however, provisions to prohibit U.S. firms from using foreign subsidiaries in a 
manner intended to circumvent U.S. law.

9. We also recommend that federal legislation provide for specific preemption 
of state statutes that regulate involvement in foreign boycotts. Six states—Cali 
fornia, Illinois, Maryland. Massachusetts, New York, and Ohio—have recently 
enacted legislation prohibiting certain kinds of boycott-related activity. The 
New Jersey legislature has also passed an antiboycott bill that awaits the 
Governor's signature. Other states are in varying stages of considering similar 
legislation. The power to control foreign commerce and international relations 
is a federal responsibility and the United States must speak with one voice in 
such matters.

10. U.S. Department of Commerce boycott reporting requirements should be 
eliminated or reduced. They were initiated in 1965 to help the government in 
assessing the impact that foreign boycotts had on the U.S. national interest and 
at a time when involvement in foreign boycotts was not probihited. Now that some 
kinds of involvement are prohibited, and others are under consideration, the re 
ports should be discontinued. Doing so would not deprive the government of infor 
mation on boycott activities. The tax code has been amended to require taxpayers 
to report all such activities annually with their tax returns. The filing of separate 
reports, containing essentially similar information, to two different agencies 
is redundant and costly. It could lead to higher prices or lower earnings, or both, 
with no compensating increase in benefits to the government.

11. H.R. 1561 provides that the effective date of the Act and regulations there 
under is to be no later than 90 days after enactment or in some cases 90 days 
after the rules and regulations become effective. We recommend that this pro 
vision be modified, so that the effective date of application of the Act to existing 
contracts would be January 1, 1978. This revision would bring the Act into con 
formity with the International Boycott provisions (Section 105(a) (2)) of the 
Tax Reform Act of 1976.

Mr. Chairman and members of the committee, thank you for inviting me here. 
I welcome any questions.

ECAT STATEMENT OF POLICY ON ANTIBOYCOTT LEGISLATION
INTRODUCTION

Since 1965, the United States has declared a policy of opposition to restrictive 
trade practices or boycotts fostered by foreign countries against other countries 
friendly to the United States. The Export Administration Act of 1969 (as 
amended) and its predecessor, the Export Control Act, which articulates this 
policy, encourages and requests domestic exporters to refuse to take any action, 
including the furnishing of information or the signing of agreements, which has 
the effect of furthering or supporting foreign boycotts or restrictive trade prac 
tices.

The policy has been implemented by U.S. Department of Commerce regula 
tions. They prohibit U.S. exporters from discriminating against U.S. citizens on



143

the basis of race, color, religion, sex, or national origin, pursuant to boycott 
requests. They also require exporters to report receipt of boycott-related requests 
to the Department of Commerce and to state whether and how they have 
responded to such requests. Since October 6, 1976, parts of the reports have been 
made available to the public.

The 94th Congress further strengthened United States action against foreign 
boycotts. It enacted an international boycott amendment to the Tax Reform Act 
of 1976 that deprives U.S. taxpayers of foreign tax credits, tax "deferral" and 
DISC benefits, if they agree to "participate in or cooperate with" an international 
boycott. The amendment also requires U.S. taxpayers to report compliance actions 
to the Internal Revenue Service and provides criminal sanctions for willful fail 
ure to report.

In addition to federal legislation, at least six states—California, Illinois, Mary 
land, Massachusetts, New York, and Ohio—have recently enacted legislation pro 
hibiting certain kinds of boycott-related activity. Other states are considering 
similar legislation.

Some segments of the American public and their elected representatives are 
of the opinion that the current array of laws and regulations to protect Amer 
icans against involvement in foreign boycotts are not fully effective. Others 
believe that the U.S. response deals sufficiently with the problem. The funda 
mental question of this debate is to what extent the administration of Arab 
economic laws will be permitted to affect the traditional freedom of American 
citizens and enterprises to choose without compulsion the persons with whom and 
the localities where they do business. The 95th Congress will seek an answer to 
this question when it considers the renewal of the Export Administration Act. 
The following is a statement of the position of the Emergency Committee for 
American Trade on this issue.

STATEMENT OP ECAT POLICY

ECAT firmly believes that all segments of our society tend to benefit from a 
policy of the freest international exchange of goods, services and capital. Boy 
cotts and restrictive trade practice distort economic growth and inhibit employ 
ment. ECAT, therefore, supports legislation that serves to promote and expand 
U.S. international commerce and domestic employment opportunities and opposes 
legislation that does otherwise.

ECAT recognizes, however, that all nations, including our own, do not neces 
sarily always accept or pursue these objectives and that they possess the right 
and the power to control the import and export of goods and services to and 
from their territories in their national interests. Any legislation to be effective 
must recognize the fundamental principle of international law that each sovereign 
nation may regulate its trade with other nations and determine who may do 
business within its territory.

ECAT believes the time has come to establish a consistent national policy to 
wards foreign boycotts. The enactment of the international boycott amendment 
to the tax code, the rising number of differing state statutes seeking to regulate 
anti-boycott activities, the new U.S. Department of Commerce regulations for 
filing anti-boycott reports, and the introduction in the Congress of various bills 
to tighten anti-boycott statutes are compounding a confused situation over what is 
or is not prohibited in international trade. Interpretations of the meaning of these 
statutes and regulations are being contested. Valuable business and employment 
opportunities for American firms and workers are in danger of being lost until 
a consistent anti-boycott policy is set. BOAT believes that this policy should in 
clude the following elements:

1. It should be illegal for a U.S. person (individual, firm, or corporation) to 
enter into any agreement that stipulates, as a condition for doing business with 
or in a foreign country, to :

(a) discriminate against any U.S. individual on the basis of race, religion, 
creed, color or national origin;

(t>) furnish information on any U.S. individual's race, religion, creed, color or 
national origin;

(c) furnish information on another U.S. person's business relationships;
(d) refuse to do business with any U.S. person; and
(e) refuse to do business with or in any other foreign country.
2. Recognition should be given to the sovereign rights of a country to: 
Refuse to deal with other nations;
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Control its imports and exports of goods and services from and to any source;
Regulate the admission of people into its territory ; and
Admit or exclude any ships intending to call at its ports.
As a consequence, U.S. persons should be allowed to abide by the laws and 

regulations of foreign countries with respect to business transactions in or with 
those countries; provided, however, that the sovereign right of countries to regu 
late entry and exit of goods, services, capital and people should not in any way 
be permitted to dictate or even influence what U.S. persons do in any other 
circumstance or with respect to any other transaction. U.S. traders should be per 
mitted to provide appropriate documentation required by foreign countries to 
control their imports and exports, including certifications regarding the origin, 
destination, shipment and insurance of goods and services.

3. There should be no extra-territoriality, i.e. U.S. policy should not attempt to 
regulate the actions of foreign firms owned or controlled by U.S. companies. This 
avoids the possibility of putting overseas U.S. subsidiaries and affiliates in con 
flict with foreign laws or policies when they differ from those of the United 
States.

4. Federal policy should provide for specific preemption of state statutes that 
regulate involvement in foreign boycotts. The power to control foreign com 
merce and international relations is a federal responsibility and the United 
States must speak with one voice in such matters.

5. U.S. Department of Commerce boycott reporting requirements should be 
eliminated or reduced. They were initiated in 1965 to help the government in 
assessing the impact that foreign boycotts had on the U.S. national interest and 
at a time when involvement in foreign boycotts was not prohibited. Now that cer 
tain kinds of involvement are prohibited, the reports should be discontinued. 
Doing so would not deprive the government of information on boycott activities. 
The tax code has been amended to require taxpayers to report all such activities 
annually with their tax returns. The filing of separate reports, containing essen 
tially similar information, to two different agencies is redundant and costly. It 
could lead to higher prices or lower earnings, or both, with no compensating in 
crease in benefits to the government.

In calling for a consistent U.S. policy on foreign boycotts, ECAT urges our 
government to consider the facts—all too well known to business—of the fierce 
competition in the world for foreign markets and of how limited is the power of 
withholding American goods in forcing nations to come to terms with American 
wishes. We strongly recommend against hasty action. The surest way to end boy 
cotts is to bring peace among the belligerents. We urge the Congress, in consider 
ing renewal of the Export Administration Act, to take fully into account the im 
pact that unduly harsh foreign boycotts legislation might have on that objective 
and, particularly, on achieving a satisfactory solution to the situation in the 
Middle East.

Chairman ZABLOCKI. Mr. Koger Kelley.

STATEMENT OP ROGER T. KELLEY, VICE PRESIDENT, 
CATERPILLAR TRACTOR CO.

Mr. KELLEY. Thank you, Mr. Chairman.
Thank you for the opportunity to present the viewpoint of tho 

Caterpillar Tractor Co. My views will be limited to the foreign boy 
cott section of the bill, title II.

May I first describe Caterpillar in the scope of its worldwide 
operation with particular emphasis on sales to Israel and the Arab 
countries. Then I will present our views on foreign boycott legislation.

I would like to do a bit of hopscotching so as not to repeat un 
necessary things that had been said by Mr. Carlson and Mr. McNeill.

I would ask that my entire statement be made part of the record.
Chairman ZABLOCKT. Without objection, so ordered.
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CATERPILLAR TRACTOR CO.

Mr. KELLEZ. Mr. Chairman and gentlemen, Caterpillar manufac 
tures construction, earthmoving and materials-handling equipment 
as well as diesel and natural gas engines. Our worldwide sales in 1976 
exceeded $5 billion, nearly $3 billion of that were outside the United 
States.

Caterpillar is a major exporter. During the past 3 years our net 
contribution to a favorable U.S. balance of payments was $4.8 billion. 
During those same 3 years, Caterpillar sold $700 million of its prod 
ucts to the Arab countries and $60 million to Israel, and these sales 
consisted preponderantly of U.S.-sourced products.

We have maintained good business relations with both Israel and 
the Arab nations. We do not discriminate against those with whom we 
do business. We do not participate in any boycott of Israel.

A significant effect of our sales in that part of the world has to do 
with the job effect on U.S. employees of Caterpillar. In 1976, the job 
effect level had risen to approximately 3,000 Caterpillar U.S. jobs 
dependent upon sales in the Arab world and for each one of those 
3,000 jobs we estimate two or more jobs are generated with supplier 
firms. In other words, a total of 9,000 Caterpillar-related jobs affected 
by sales in the Arab world.

PRINCIPLES TO GUIDE ANTIBOTCOTT LEGISLATION

I would like to present our views on foreign boycott legislation 
in the context of the following principles:

First, we agree without reservation it should be unlawful for U.S. 
business firms to discriminate on the basis of race, religion, sex or 
national origin in dealing with one another.

Second, it should not be unlawful for a U.S. firm not to buy goods 
of a particular trademark for import into a foreign country where the 
laws of that country forbid the importation of such goods. Otherwise 
it should be unlawful for a U.S. firm to refuse to do business with 
another U.S. firm pursuant to a foreign boycott demand.

Third, we believe the right of a foreign country pursuant to recog 
nized international practices to restrict its trade with other countries 
and determine how business is to be conducted within its territories 
should be respected. In that regard, we affirm and agree with the 
language suggested by Secretary Vance in his recent testimony.

Fourth. U.S. boycott policy should not attempt to regulate the 
actions of foreign subsidiaries of U.S. firms except in cases where a 
U.S. firm seeks to use foreign subsidiaries in a manner intended to cir 
cumvent the law.

Fifth, and finally, on foreign boycott matters, we believe Federal 
law should preempt the laws of individual States.

Mr. Chairman, with the exception of the first of those principles, 
it is our best judgment that none of them is addressed explicitly in the 
legislative proposals before your committee or if they are included, 
their effect is clouded by ambiguous provisions.

So the balance of my remarks will use H.R. 1561 as well as the joint 
statement of the Business Roundtable and the Anti-Defamation 
League as my points of reference.
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CERTIFICATES OF ORIGIN

We have a major concern with the joint statement of the Business 
Roundtable and the Anti-Defamation League. That has to do with 
the proposed ban which it advocates on negative certificates with re 
spect to countries of origin of goods. Caterpillar believes a U.S. firm 
should be able to certify that an export shipment does not contain ma 
terials or components that originated in a boycotted country. Not all 
Arab countries, as you know, have dropped their insistence on negative 
certifications even though Secretary Vance has reported that through 
the diplomatic efforts of the United States and the efforts of U.S. busi 
ness firms over many months there have been some encouraging changes 
insofar as forms of certification are concerned.

The ban on negative certificates as it applies to country or origin 
of goods gets right down to the question of what substantive differ 
ence is there between a positive and negative certification. The fact is, 
there is none. It is our opinion that the proposed ban should not be 
adopted unless some national interest of the United States is affected in 
the form of a certification.

To the best of our knowledge, no such national interest has been 
identified and we are convinced that none is affected. The ban would 
appear to be an ultimatum as to the attempt of the United States to 
institute an embargo against the Arabs unless the Arabs modify the 
form of their primary boycott certification.

We believe that such a ban would have no potential for good. It 
could have most serious adverse effects for the United States politically 
and economically. It could invite backlash. It would without a doubt 
harm this company, Caterpillar. It would result in the loss of many of 
our jobs and in the event of backlash, it could result in the loss of 
thousands of jobs, literally, in the United States for Caterpillar and 
many millions of dollars in exports, and we assume that other Ameri 
can companies and their employees would be similarly adversely 
affected.

I would like to point out, Mr. Chairman, that pending legislation, S. 
176 and H.R. 1746 would impose a U.S. requirement for negative cer 
tificates of origin in order to enforce our own U.S. boycott of Rho- 
desian chrome. We understand this legislation is supported by the 
Carter administration and has been reported out of committee f avor- 
abl v in both Houses.

The U.S. position, it seems to us, would be untenable if we were to 
prohibit negative certificates in Arab transactions while adopting that 
same device to enforce the U.S. boycott of Rhodesian chrome.

REFUSAL TO DEAL WITH A U.S. COMPANY

Another of our major concerns both with the statement of the Busi 
ness Roundtable, Anti-Defamation League and H.R. 1561 is their 
failure to deal explicitly with one of the key problems in the whole 
boycott issue. Secretary Vance addressed this problem in his state 
ment last week to both Senate and House committees when he said 
and I quote:
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We must consider, for example, such difficult problems as whether an Ameri 

can company might be required to ship goods to a foreign country when it knew 
that these goods would .be turned back or confiscated at port of entry.

Caterpillar believes that a U.S. firm should not be criminally liable 
for not buying goods for import into a foreign country where the laws 
of that country forbid the importation of such goods.

There is still considerable confusion as between this legitimate prac 
tice involving imports into an Arab country with the illegitimate prac 
tice of refusing to do business with boycotted companies in transactions 
that are unrelated to imports into an Arab country.

Perhaps an example would serve to clarify the point. Suppose an 
Arab country has banned the importation of brand X tires manu 
factured by one of the U.S. firms that supplies tires for Caterpillar 
machines. What would 'happen if we ignored the Arab ban and 
shipped a machine with brand X tires ? First, the machine with brand 
X tires probably would not be off-loaded at the Arab port and if oil- 
loaded, it would be confiscated.

Second, if Caterpillar refused to comply with the requirement, 
future business of that Arab country would undoubtedly go to a 
Caterpillar competitor of foreign origin, such as Komatsu. a Japa 
nese firm which has been particularly aggressive in the Middle East.

Caterpillar believes it should honor tlhe specifications of foreign 
customers for import into their countries just as it honors the spec 
ifications of domestic customers.

I want you to know that no foreign government has tried to tell us 
how to conduct its relationships with other U.S. firms and if such an 
attempt were made, it would be rejected.

EXTRATERRITORIAL REACH OF ANTIBOYCOTT LEGISLATION

A third area of Caterpillar concern has to do with the issue of so- 
called extraterritorial rights. Caterpillar 'believes t)hat U.S. policy 
should not attempt to regulate the actions of 'foreign firms owned or 
controlled by U.S. companies. This avoids the possibility of putting 
overseas U.S. subsidiaries and affiliates in conflict with foreign laws 
or policies when they differ from those of the United States.

Here, again, we like the language and the rationale advanced by 
Secretary Vance in his testimony when he said that these prohibitions, 
while they should not apply generally to foreign subsidiaries and 
affiliates of U.S. firms, should apply in cases, I quote, "in which a 
U.S. firm seeks to use foreign subsidiaries in a manner intended to 
circumvent the law."

PREEMPTION OF STATE ANTIBOYCOTT LAWS

Finally, I would like to /comment on the issue of preemption of 
State laws. As you know, several States, California, Illinois, our home 
State, Maryland, Massachusetts, New York, and Ohio, have recently 
enacted legislation prohibiting certain kinds of boycott-related ac 
tivity. Other States are considering similar legislation.

We believe Federal preemption of State laws in this delicate for 
eign relations field should be complete and unqualified. To that end,



148

we fully support the clear, simple language in the recent statements 
before Senate and House committees by Secretary Vance.

Mr. Chairman and gentlemen, we believe it is in the 'best interest 
of the United States, as well as individual firms like Caterpillar, to 
trade with both Israel and the Arab nations on a nondiscriminatory 
basis. We ask that your efforts be directed toward legislation that will 
reinforce this principle of nondiscriminatory treatment while avoiding 
the 'ambiguities and other defects of H.R. 1561, which we have noted.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Roger T. Kelley follows:]

PREPARED STATEMENT OP ROGER T. KELLEY, VICE PRESIDENT OF CATERPILLAR
TRACTOR Co.

Mr. Chairman and members of the committee, thank you for the opportunity 
to present the views of Caterpillar Tractor Co. concerning foreign boycott 
legislation.

I would like to briefly describe Caterpillar and the scope of its worldwide oper 
ations, with particular emphasis on sales to Israel and the Arab countries. Then 
I will present our views on foreign boycott legislation.

Caterpillar manufactures earthmoving, construction, and materials handling 
equipment, as well as diesel and natural gas engines. Worldwide sales in 1976 
were $5.04 billion, of which nearly $3 billion were outside the United States. 
Caterpillar is a major exporter of products made in the United States; its net 
contribution to a favorable U.S. 'balance of payments during the last three 
years has amounted to $4.8 'billion. During these same three years, Caterpillar 
has sold $700 million of its products to the Arab countries and $60 million to 
Israel, consisting preponderantly of U.S.-sourced products. Caterpillar prac 
tices nondiscrimination in all of its transactions and does not participate in the 
boycott of Israel.

Caterpillar has long been among the companies most actively involved in 
promoting freer trade and the removal of obstacles to trade, of which inter 
national boycotts are a prime example.

We have maintained good business relationships with both Israel and Arab 
nations. We sell to and through independent, locally owned dealers in these 
countries.

A substantial and growing number of Caterpillar employees in the United 
States owe their jobs to sales in the Arab world. In 1973, about 780 U.S. jobs were 
dependent on such sales; by 1976 the level had risen to approximatey 3,000. For 
each of these Caterpillar jobs, we estimate that two more jobs are generated with 
supplier firms.

Stabilizing employment is an important objective of our company, as it is an 
important social and economic goal of the United States. Despite high U.S. 
unemployment in the past three years, fewer than 200 U.S. Caterpillar employees 
were laid off—and they were affected for brief periods only. We could not have 
achieved this record of employment stability over the past few years had not 
increased sales to the Middle Bast made up for relatively flat markets in the 
United States, Europe, and Japan.

We believe it is in the best interest of the United States—and of firms like 
Caterpillar—to export products both to Israel and to the Arab nations. In order 
to do this, we must supply products and utilize carriers and insurers that both 
meet the import regulations of these countries and satisfy customer requirements.

Now our views on foreign boycott legislation. We believe that such legislation 
should be based on the following principles:

1. It should be unlawful for U.S. business firms to discriminate on the basis of 
race, religion, sex, or national origin in dealing with one another.

2. It should not be unlawful for a U.S. firm not to buy goods of a particular 
trademark for import into a foreign country where the laws of that country 
forbid the importation of such goods. Otherwise, it should be unlawful for a U.S. 
firm to refuse to do business with another U.S. firm pursuant to a foreign boycott 
demand.
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3. The right of a foreign country, pursuant to recognized international prac 
tices, to restrict its trade with other countries and determine how business is to be 
conducted within its territories should be respected.

4. U.S. boycott policy should not attempt to regulate the actions of foreign 
subsidiaries of U.S. firms except in cases where a U.S. firm seeks to use foreign 
subsidiaries in a manner intended to circumvent the law. This avoids the pos 
sibility of putting foreign subsidiaries of U.S. firms in conflict with laws or 
policies of their own countries which may differ from those of the United States.

5. On foreign boycott matters, federal law should preempt the laws of indi 
vidual states.

The foregoing principles, except for No. 1, either are not addressed explicitly 
in legislative proposals before your committee, or if they are included their effect 
is clouded by ambiguous provisions. We would be pleased were the foreign boy 
cott provisions of a U.S. law to be based upon these principles.

Inasmuch as your committee is considering H.R. 1561, and last week received 
the joint statement of The Business Roundtable and the Anti-Defamation League, 
our further remarks will use those documents as the principal points of reference.

A major concern with the joint statement of The Business Roundtable and 
the Anti-Defamation League is the proposed ban on negative certificates with 
respect to country of origin of goods which it advocates. Caterpillar believes a 
U.S. firm should be able to certify that an export shipment does not contain 
materials or components that originate in a boycotted country. Secretary of 
State Vance noted in recent testimony that "diplomatic efforts and the efforts 
of the U.S. business community over many months have brought about some 
encouraging changes" in the forms of certification required by Arab govern 
ments. He noted that further voluntary changes by Arab governments in this and 
other boycott-related practices are being encouraged by the United States.

It is obvious that the enactment of overly broad U.S. legislation at this time 
could well lead to a backlash—and that such a backlash could result in the 
reinstatement of negative certificate requirements by Arab governments who have 
abandoned them. In any event, not all Arab countries have dropped their insist 
ence on negative certificates. It is very likely that a ban on negative certificates 
of origin would lead to termination of a substantial part and possibly all of our 
U.S. exports to the Arab countries.

What is the purpose of this ban? All appear to agree that a primary boycott by 
the Arabs is in accord with international practice and is unassailable on moral 
grounds. There is no substantive difference between a "positive" and a "negative'' 
certification. The proposed ban, therefore, should not be adopted unless some 
national interest of the United States is affected by the form of the certification. 
No such national interest has been identified, and we are convinced that none 
is affected. The ban would appear to be an ultimatum as to the intent of the 
United States to institute an embargo against the Arabs unless the Arabs modify 
the form of their primary boycott certifications. We believe that such a ban would 
have no potential for good and could have most serious adverse effects for the 
United States politically and economically. It would, without a doubt, harm our 
company—and in the event of backlash against U.S. legislation, it could result 
in the loss of thousands of jobs and many millions of dollars in exports. Other 
American companies and their employees would undoubtedly be similarly 
affected.

There are additional reasons for our stand on this issue.
1. There is no indication that a general ban on negative certificates of 

origin will contribute to the goal of protecting U.S. persons against boycott- 
related discrimination.

2. Pending legislation (S. 174 and H.R. 1746) would impose a U.S. require 
ment for negative certificates of origin in order to enforce our own boycott of 
Rhodesian chrome. We understand this legislation is supported by the Carter 
Administration and has been reported out of committee favorably in both houses. 
The U.S. position would be untenable if we were to prohibit negative certificates 
in Arab transactions while adopting that same device to enforce the U.S. boy 
cott of Rhodesian chrome.

Another of our major concerns, both with The Business Roundtable/Anti- 
Defamation League statement and H.R. 1561, is their failure to deal explicitly
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with one of the key problems in the whole boycott issue. Secretary of State 
Cyrus Vance, in his statement last week to the Senate and House, identified 
the problem as follows: "We must consider, for example, such difficult problems 
as whether an American company might be required to ship goods to a 
foreign country when it knew that these goods would be turned back or con 
fiscated at port of entry."

As covered in our earlier statement of principles, Caterpillar believes that 
a U.S. firm should not be criminally liable for not buying goods for import into 
an Arab country where the laws of that Arab country forbid the importation 
of such goods. There continues to be confusion of this legitimate practice in 
volving imports into an Arab country with the illegitimate practice of refus 
ing to do business with boycotted companies in transactions unrelated to im 
ports into an Arab country. Confusion between these two practices is central 
to the claim of antiboycott forces that corrective legislation is necessary.

An example may serve to clarify this point. Suppose an Arab country has 
banned the importation of Brand X tires—manufactured by one of the U.S. firms 
that supplies tires for Caterpillar machines.

What would happen if we ignored the Arab ban and shipped a machine with 
Brand X tires? First, the machine with Brand X tires probably wouldn't be off 
loaded at the Arab port—or if off-loaded, it would be confiscated. Second, since 
Caterpillar refused to comply, future business of that Arab country would un 
doubtedly go to a Caterpillar competitor of foreign origin—like Komatsu, a 
Japanese firm which has been particularly aggressive in the Middle East.

Caterpillar believes it should honor the specifications of foreign customers 
for import into their countries, just as it honors the specifications of domestic 
customers. No foreign government has tried to tell Caterpillar how to conduct 
its relationships with other U.S. firms—and if such an attempt were made, it 
would be rejected.

A third area of concern has to do with the issue of so-called extra-territorial 
rights. Caterpillar believes that U.S. policy should not attempt to regulate the 
actions of foreign firms owned or controlled by U.S. companies. This avoids the 
possibility of putting overseas U.S. subsidiaries and affiliates in conflict with 
foreign laws or policies when they differ from those of the United States. Secre 
tary Vance recommended that "prohibitions affecting U.S. firms should not, in 
general, apply to transactions of foreign subsidiaries of U.S. firms which involve 
the commerce of a foreign country and not U.S. exports; but they should apply 
in cases in which a U.S. firm seeks to use foreign subsidiaries in a manner 
intended to circumvent the law." We believe that any attempt by the United 
States in antiboycott legislation to cut off commerce of other nations with 
the Arab nations through control of U.S. persons would be resented by such 
nations and would invite retaliatory measures.

Finally, we wish to comment on the issue of Federal preemption of State 
laws. As you know, several States—California, Illinois, Maryland, Massachusetts, 
New York, and Ohio—have recently enacted legislation prohibiting certain kinds 
of boycott-related activity. Other States are considering similar legislation. We 
believe that Federal preemption of State laws in this delicate foreign relations 
field should be complete and unqualified. To that end, we fully support the clear, 
simple language in the recent statements before Senate and House committees 
by Secretary Vance.

We believe it is in the best interest of the United States, as well as individual 
'firms, to trade with both Israel and the Arab nations on a nondiscriminatory 
basis. We urge that your efforts be directed toward legislation that will reinforce 
this principle of nondiscriminatory treatment, while avoiding the ambiguities 
and other defects which we have noted .

Mr. Chairman and members of the committee, thank you for listening to me. I 
welcome your questions.

Chairman ZABLOCKI. Thank you, Mr. Kelley. 
Mr. Harold Morgan.
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STATEMENT OF HAROLD MORGAN, PRESIDENT, MORGAN 
EQUIPMENT CO., SAN FRANCISCO

Mr. MORGAN. Thank you, Mr. Chairman.

MORGAN EQUIPMENT CO.

My name is Harold Morgan. I am the president and principal 
shareholder of Morgan Equipment Co., a distributor of U.S.-manu- 
factured construction and mining equipment based in San Francisco. 
I would like to add that we do not sell $5 billion worth of equipment 
per year, but in many of the areas that we sell, we compete with Cater 
pillar Tractor through their distributors. I have the highest regard 
for them. They beat us many times. Is very nice to be on the same side 
as Mr. Kelley, for a change.

For the last 2 years, an increasingly large portion of our sales has 
been to customers within the Middle East, especially the many U.S. 
construction contracting firms that are active in Saudi Arabia.

I do not want to suggest that simply because there is a large dollar 
amount of construction and equipment business at stake that Ameri 
can firms should be permitted to discriminate against other Ameri 
can firms or against firms which do business in a country friendly to 
the United States. However, I do not believe that the pursuit of busi 
ness in the Arab nations is either sinister or immoral.

Although I support additional legislation, I have sincere and sub 
stantial reservations about several provisions in the pending bill. I 
know of nothing which has occurred since passage of the Tax Kef orm 
Act's foreign boycott provisions which would justify the United 
States toughening its policy with respect to foreign boycotts.

To the contrary, my company has seen a noticeable relaxation by 
Saudi Arabia, among others, of certain aspects of the boycott such as 
elimination of the required negative certification of origin. Additional 
legislation at this time might be interpreted by the Arab countries as 
an attempt to break their boycott of Israel at the very time that they 
are moderating their practices to meet the objections of countries such 
as the United States.

My company currently operates in Australia, Papua, New Guinea, 
and Singapore; and those operations account for the majority of my 
business.

Most of my company's business in the Middle East has been in 
Saudi Arabia. At no time in my business dealings with Saudi Arabia 
have I been asked to discriminate against any U.S. citizen because of 
race, religion, or national origin; nor have I been prohibited from ex 
porting any of the lines of U.S. machinery I represent.

I believe that our country should have an aggressive policy in pro 
moting U.S. trade. Unfortunately, we seem to do just the opposite 
with the result that we are becoming more noncompetitive with other 
industrial countries.

I believe that you are all aware that last month's trade deficit was 
the largest in the history of the United States—almost $1.7 billion. 
This country is desperately in need of a policy that will stimulate, not 
retard, the exports of U.S. good* and services.
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I have talked with a variety of Saudi Arabian businessmen and I 
am convinced that the Saudis believe that their boycott of Israel is a 
legitimate weapon in their existing state of war with Israel and is 
not intended to be anti-Semitic. Since the United States has itself used 
economic boycotts as instruments of foreign policy, including the 
secondary boycott, it would be hypocritical to pressure a country 
friendly to the United States, such as Saudi Arabia, to cease enforcing 
its boycott within its own borders.

In your deliberations on the pending legislation I request that this 
committee consider several areas where the pending bills must be, or 
can be, substantially improved without any loss of the national objec 
tive which this committee is attempting to promote.

PREEMPTION OF STATE ANTIBOYCOTT LAWS

The present set of Federal and State laws covering foreign boycotts 
is checkered, complex, confusing and conflicting. The many State laws 
encourage American firms and others to play one State against another 
by diversion of business from those States which have strong boycott 
laws.

Already there is a difference in opinion on the appropriateness of 
the pending legislation between the port authorities in States which 
have local laws regulating foreign boycotts and those which do not. 
State officials are now doing exactly what the proponents of the bill 
believe is most offensive—setting American against American for 
personal or local profit.

I strongly urge that the bill be amended to preempt the present 
tangle of State policies which are certain to damage the United States.

EXTRATERRITORIAL REACH OF ANTIBOYCOTT LAWS

Second, the Congress should limit the applicability of the U.S. policy 
to domestic concerns, U.S. residents and foreign base companies which 
are established by U.S. persons with the intent of avoiding the applica 
tion of U.S. policy. Of particular concern to me is the possibility that 
the subsidiaries of U.S. companies established in Arab countries will be 
forced to report to the Commerce Department on their activities within 
their own country and to otherwise comply with U.S. law which is 
at odds with the law of their own country.

In legislating to prohibit foreign nations from requiring Americans 
to break pur own policies against discrimination and unfair economic 
competition, we must be careful not to require foreign concerns includ 
ing those owned by Americans to break the laws of those countries.

GRANDFATHERING

Third, Congress should exempt from the application of the bill 
all existing contracts and agreements. The provisions of H.R. 1561 
making the bill applicable to existing contracts and agreements is 
particularly troublesome.

Those who have complied with the law have the right to place 
reliance on the fact that their actions will not later be made punishable 
violations of law.
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To make a clause in an existing contract void would create chaos, 
especially if one or more of the contracting parties is not subject to 
U-S. jurisdiction. And, to require that existing contracts be changed 
by agreement assumes that the U.S. person has some leverage to force 
the change on a non-U.S. person.

Several American construction contracting firms have advised me 
that they have posted substantial performance bonds and these could 
be called upon if they fail to live up to the terms of their binding 
agreements and are unable to get the non-U.S. person to acceed to the 
new legislation.

The pending legislation proposes a new, strong U.S. policy on 
foreign boycotts. Our new policy will not be made better or any more 
clear to the world if we make it apply to agreements already in exist 
ence which are not proscribed by present law.

INTENT

Finally, I suggest that language should be added to the bill to 
establish "intent to support or further a boycott" as the criteria for 
violation of this law. Under H.R. 1561 it is possible to violate the law 
simply by agreeing to comply with the laws of a country which has 
imposed boycott provisions on its citizens and business concerns.

At this point I wonder if I might quote portions of an article from 
the London Times, dated January 6, 1977, which spells out in detail 
the reasons Americans are losing Saudi business. It is an interesting 
article. I quote:

Americans are increasingly losing business in Saudi Arabia these days, a coun 
try in which they have been accustomed to the lion's share of trade for several years. * * *

* * * Americans bidding for a $953 million industrial project at the Port of 
Jubail lost out to the Korean company, Hyundai.

At the Port of Yenbow, several American companies were after a $163 million 
contract for a seven berth development, which they lost to the Greek company 
Archirodan.

In the water desalination sector, Westinghouse was competing for a cherished 
$1,000 million project at Jubail which went to the Japanese company IHI. When 
Westinghouse made their bid for this project they actually wrote into their con 
tract that they would not comply with the Arab anti-Jewish boycott. * * *

* * * The British beat the Americans in a bid for a $200 million contract for 
building four hospitals for the Saudi ministry of health at Riyadh.

By far the greatest disappointment to the Americans in Saudi Arabia to date 
is the loss of the $300 million construction contract for the new Jeddah inter 
national airport, which Brown and Root lost to the West German company 
Hochtief.

Admitting to a "certain wariness" between the Americans and Saudis about 
the implications of the anti-Jewish boycott, Mr. Eblam agrees that there is now 
a danger that the Americans will lose even more business as a result of boycott 
regulations on both sides.

U.S. SECONDARY BOYCOTTS

In leafing through some of the Senate testimony, I think Senator 
Proxmire made the statement, or someone made the statement, that 
as far as he knew, the United States had never actually engaged in a 
secondary boycott. No one challenged it.

This is a U.S. Department of Commerce Maritime Administration 
report. It is a blacklist of foreign flag ships, the majority of which
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are from friendly nations—Spain, Italy, all over the place. We have 
a secondary boycott against those ships in carrying U.S.-financed goods 
because they stopped at one time or another in Cuba. There are 203 
of them. If that is of interest, I'd like to have it entered.

Chairman ZABLOCKI. Without objection, so ordered.
[Eeport No. 128 of the U.S. Department of Commerce, Maritime 

Administration follows:]
REPORT No. 128 OF THE U.S. DEPARTMENT OF COMMERCE MARITIME ADMINISTRATION

LIST OP FREE WORLD AND POLISH FLAG VESSELS ARRIVING IN CUBA SINCE 
JANUARY 1, 1963

Section 1. The Maritime Administration is making available to the appropriate 
Departments the following of vessels which have arrived in Cuba since January 
1, 1963, based on information received through July 31, 1975, exclusive of those 
vessels that called at Cuba on United States Government approved noncommer 
cial voyages and those listed in Section 2. Pursuant to established United States 
Government policy, the listed vessels are ineligible to carry United States Gov 
ernment-financed cargoes from the United States.

Flag of registry and name of ship
Gross 

tonnage
Total (all flags—203 ships)_____________________ 1,593,916

Cypriot (81 ships)________________________________ 706,607

Aegis Banner.—_———_________—______——______ 9, 02o
Aegis Eternity______________________________ 8, 814
Aegis Fame_______________________________ 9, 241
Aegis Force———————._——_—_________—______ 8,957
Aegis Hope (previous trips to Cuba as the Huntsmore—British) __ 5, 678
Aegis Might__________________________________ 8,160
Aegis Storm_________________________________ 21, 700
Aegis Thunder______________________________ 21, 704
Aftadelfos _________—____________________ 8,136
Aghia Thalassini______________________________ 8,120
Aghios Georgios___———__—_———__________________ 8,377
Akrotiri (previous trips to Cuba as the Anemone)________ 7,168
Aktis ______________________________________ 8,746
Alamar __________________________________ 12, 299
Alexandros Skoutaris—________________________ 8, 280
Aliartos —————__—____________________ 6,020
Alma ___________________________________ 9,097 
Alpha _____—______—____________________ 9,159 
1 Andriana I (previous trips to Cuba as the Rowanmore—Brit 

ish) _____________________________________ 8, 274 
Antigoni _________-__________________________ 3,174 
Antonios _____________-______________________ 8, 202 
Areti ___________-__________________________ 8,560 
Aris—(previous trips to Cuba as the Aris II)___________ 9,561 
Armar _—_——————————————__—_____________ 9, 559 
Arosa _____———————————________________ 10, 250
Athenian Democracy—(Tanker) ———_________________ 8,675
1 Aurelia _————-———_———————__________________ 6,021
Baracoa ____——_———_———————_______________ 9, 242
Begonia —————————————————————_________——___ 6,576
Camelia ________———_——————________________ 8, 111
Castalia —————————-—————————_____________ 7, 641
Degedo __—_——-——————————________________ 9, 079
2 Dora Papalios—__—_____—________________ 9, 072
E. D. Papalios___—__——_—________________ 9,431
Efthyia—(previous trips to Cuba—Greek)_____________ 10,347
Elpida ______________________________________ 8, 382

See footnotes at end of table.
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	 Gross

Cypriot—Continued tonnage
Enarxis ___________________________—_______ 9, 212
Felicie ____________________________-________ 9,030
Fulvia ______________________-____—_______ 10, 360
George N. Papalios______________________________ 9, 071 
Georgios C.— (previous trips to Cuba as the Huntsfleld—British &

Cypriot) __________________________________ 9, 483
2 Good Navigator_______________________________ 8, 805
Hymettus—(Tanker) ___________________________ 12, 037
lokasti _____________________________________ 5, 496 
'Irene's Pride—(Ex-Kika, Panama—Previous trips to Cuba as

the Santa Lucia—Italian)______________________ 9,278
Iris _———___________________-_____________ 8, 479
Ismini _____—_______________________________ 7,141
2 Kefalonia Spirit______________________________ 8, 247
Kiki—(previous trips to Cuba as the Gardenia) ___________ 9, 723
Lefteris _____________________________________ 8, 640
Magnolia ____________________________________ 7, 249
Margaret H.__________________________________ 8,482
1 Miesto—(Ex-tlrdazuri II—Previous trips to Cuba as the Meike—

Netherlands) _______________________________ 500
Mimis N. Papalios______________________________ 9, 069
Mimosa _____________________________________ 8, 782
Miss Papalios______1__________________________ 9,241
Mitera Assimina_____————____————_————__————_———— 7, 731
Nea Hellas________________——______———____—_ 9, 241
Nike _______________________________________ 9, 689
Northern Ice_____________—____-____———_______ 4,100
Panachrantos ____________________________-___ 6, 307
Pantazis Caias _______________________—____-__- 9, 618
Petunia ________________________————_——— 7, 843
Protoapostolos ______—————_———————————————————— 8,130
Protomachos ______—————————————-—————————— 9, 218
Ravens ______________________———_—————__——— 8, 039
Reifens __________________—_———_————————— 8, 070
Rothens _________—___—————————_—-——— 8,106
Salvia —_—_——__————_————————————————————— 8, 671
Seafarer _____________________—______—__ 8,116
Skipper _________—____——————————_———————_ 8, 786
"Skyton ____________________________________ 9,997
Takis Alexakos ________________-_____-________ 9, 249
2 Theano _________—___——__—___—________ 8, 677
Theoskepasti __________————_——_—_———__———_ 6, 618
Torenia ____———_———————————————————————————— 8,077
Turbinia __________-______—__——___________ 10, 494
"Valle De Picadura_____________________________ 9,973
Venturer ____—_———__—————_————————________ 9, 070
Violetba ——_—————_——————————————_————_———— 8, 510
Zinnia _____—————————————————————-————__ 7,114

Somali (34 ships) ________________________________ 288,258

Arctic Ocean________________________________ 8, 701
Agate Islands ___—_————-————————__—_______ 8, 737

, Amber __________—__—____________________ 7, 337
Amber Islands ——————_—_—_——____-_______ 8, 947
Coral Islands—(previous trips to Cuba—British) __________ 8,932
Dawn Grandeur ____———__—————_____________ 8, 877
Delima __________——___—-_—_____________ 7,870
Eastglory—(previous trips to Cuba—British) ___———______ 8, 898
Feihang —___——————————————_——__________ 8,684
Feita _——_———_————————————————___________ 8,661
fortune Enterprise—(previous trips to Cuba—British)_____ 7,696
1 Golden Bridge—(previous trips to Cuba—British)_________ 7, 897 

See footnotes at end of table. 
87-231—77———11
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Somali—Continued tonnaae
Hemisphere—(previous trips to Cuba—British) ——————————— 8,748
Ivory Islands _________________——-———————____ 9, 718
Jade Islands __________________——__——_____ 10, 250
1 Jollity—(previous trips to Cuba—British)—————————____ 8, 626
Mindanao Sea______________———————_________ 8, 871
Minfurig ____________________———————————____ 5, 980
Mingwei ________________———_———————————____ 8,280
Molucca Sea -_______________———————————___ 8, 871
Nebula—(previous trips to Cuba—British) ——————_—_____ 8,773
1 New Bast Sea—(previous trips to Cuba—British)———____ 9,384
Onyx Islands _______________________—————————____ 8,486
Opal Islands ________________—————____________ 9,063
Palm Islands _———_____——_———_———————_———____ 9, 650
Patricia ___:_____________________——————————____ '8, 871
1 Seasage—(previous trips to Cuba—British).—___________ 3,794
2 Soochow ____________________——__—______ 5,156
Star __—_________——__————.—————————______ 9,135
'Steed ——___—___———————————————_____ 8, 989
3 Tai Shan___________________________________ 9,609
Topaz Islands________________———__________ 8,998
Uliang _____________-__——_——————————_____ 9,265
1 Venice—(previous trips to Cuba—British)____————________ 8,504

Greek (13 ships)________________—_——————__._____ 120,601

Andromachi—(previous trips to Cuba as the Penelope—Greek) __ 6, 712
3 Argolicos Gulf ________________________________ 9, 938
3 Aristidis —_————_——_——————————————————__ 10, 348 
Demis—(previous trips to Cuba as the Annunciation Day—

Cypriot) ___————————_————————————————————— 7, 831
1 Despiua A II— (Ex. Goodluck—Previous trips to Cuba—Cypriot) 6,906
3 Eftychia _____________________——___________ 11, 891
3 Eptanisos __________________————_———____- 8, 931
3 Good Friend————————————————————————————————— 9, 954
3 Good Helmsman______________:________________ 11, 307
' loannis A____________________________________ 8,665
1 Kavo Grosses—(Ex. Triaena—Previous trips to Cuba as the

Lambros M. Fatsis and the La Hortensia—British)—__—— 9,486
Mareantes _________—_———-——————_————_—— 8, 497
3 Maria Christina ________________________-_____ 10,135

Polish (12 ships)________________——————________———— 85,579

Bytom _________________——__———————————— 5,967
Chopin ______—___—_____-_————______—— 9, 231
Ohorzow _____—_——————————————————————————— 7, 239
Energetyk ___________—________——————__——___——— 10, 654
Grodziec ______-___———___————————__——— 3,487
Huta Zgoda________________——_————___——__———— 6, 860
Hutnik ______—__——————————————————————— 10, 632
Kopalina Siemianowice————————————————————————— 7, 262
Kopalina Wujek—_____——____——__————_————————— 7,033
Piast _—_———————————————————_————————— 3,184
Rejowiec ______________————_————__——__—_— 3,401
Transportowiec ——__————————————__———_—_—— 10, 629

NOTE.—The Marble Islands has been removed from Somali flag registry since It has 
been transferred to Cuba.

NOTE.—Five vessels have been removed from Somali flag registry since they have been 
transferred to the People's Republic of China. 

Ex. Atlantic Ocean now, Luchon
Ber Sea

Ex. Flores Sea now, Nanping 
Kinross 
Tunglutaton • •

See footnotes at end of table.
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Gross 

tonnage
Yugoslav (9 Ships)———————————————————————————————— 66,905

Agrum ________——_————————————————————————— 2, 449
Bar _______-__——_————————————————————————— 8, 699
Cetinje _________________—__———————_-__ 8,120
- Kolasin ______________—______————_________ 9, 917
Niksic ____________________-__———————___-__ 9, 91S
Piva __________________———_——-——-_-__ 7, 441
Plod _____________-__—_—_—————————_——_ 4, 701
Tara ______-__——_——-——-—————————————————- 7, 441
Ulcinj _____________________________________ 8, 215

Netherlands (8 Ships)________________-__-__—_____ 9,590

Antarctic _________—______-__———————__-__ 1..384
Coolhaven _________________________________ 1, 500
2 Frio Express—__—_—____—_———————_—_____ 1, 29&
Leo Polaris __________________________________ 1, 528
Markab II __________________________________ 790
Megrez— (previous trips to Cuba as the Gerda) _________ 1,.190'
Rochab ____ ..____,__-_______________________ 787
Tempo _______—___________—____________ 1,115'

Panamanian (8 Ships)—————————————————————————————— 67,57.5

1 Associated Grain___________________________ S. 959
2 Elmona _______± _____-_—_________________ 12, 2301 
'Golden Falcon—(previous trips to Cuba as the Kitsa—

Cypriot) _____________________—_—________ 9, 519
Holstenkamp _________________________________ 4,199
Holstenland __________________________________ 4, US
2 Leage _._——_—_.___—__________—————_________ 8, 760
2 Maritsa III _________________________________ 10, 596
2 Mersinidi ___________________________________ 9,194'

Argentine (6 Ships): ______________________________ 49,372:

Entre Rios ____________________:_____________ 7, 381
Fletero _____________________________________ 7, 607
"Naviero _________________________________ 7, 610
Pampa Argentina __—____________—__.._________ 9, 495
Patagonia Argentina _—____________—___________ 9, 645
Rio Atuel ___________________________________ 7, 634

French (6 Ships): ________________________________ 48,053'

Bertrand Delmas __——_____________________ 10, OSO
Circe ——————__._____________________________ 2, 874
Correze ————_—___________________________ 11, 740
Dina ————————————_———_____„_—___________ 10, 407
Emmanuel Delmas_____________________________ 10, 07S
Nelee ______________________________________ 2. 874

British (3 ships)._________________________________ 24,307

Cheung Chau _________________________________ 8. 566
Mystic __-__________________________________ 6,656
Sea Moon __________________________________ 9. 085

Italian (3 Ships)____-__________________________________ 36,079

.Aldermine—(Tanker) ___________________________ 12, 597
Bli-a— (Tanker) ______________________________ 11, 021
San .Nicola—(Tanker) __________________-_____ 12.461

See footnotes at end of table.
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Gross 

tonnage
Singapore (3 Ships)_________________——————————______ 18,015

Cilaos __—————————————————————————————__ 2, 404
1 Hwa Chu—(previous trips to Cuba—British) —————.__.___ 9,091
Tong Hoe ———————————————————————————————— 6,520

Spanish (3 Ships)——————-——————————————————______ 16, 786

* Acuario ——————_——_—_—————————————————__ 5, 779
1 Coromoto ———_——________——————————————————__ 5, 228
' Geminis ——————_————_—————————————————————__ 5, 779

Finnish (2 Ships)—_————_————————————————————————__ 4,570

2 Degero _———_________________________ 2, 285 
"Bckero ——————_____———————————_——______ 2, 285

Lebanese (2 Ships)——_—________—__—————__________ 7,111

Antonis ———————_____________—_______________ 6, 259
^Cedar Freeze—(Ex. Drame Oumar—Trip to Cuba as the Neve—

French) ——————______—_____———_________ 852

Moroccan (2 Ships)__________—_—————————______ 4,739

El Mansour Bi Llah___————————————————————————— 1, 525 
Marrakech __________________————————__———____ 3, 214

Danish (1 Ship)___________________————————————————__ 500

Anne Mac—(Tanker)————————————————————————— 500

Guatemalan (1 Ship)______________——=.__________ 2,239

1 Peten—(Previous trips to Cuba as the Magister—British)____ 2, 239

Ivory Coast (1 Ship)____________________________________ 7,422

Tabou ____-______________________-_________ 7, 422

Japanese (1 Ship)_______________________________ 9,910

"Kaneoka Mam —_________________________ 9,910

Malaysian (1 ship)———————_________—____________ 6,791

Bunga Kenanga————————________———————____———___ 2 6, 791

Pakistani (1 ship) _________________________________ 8, 708

Manlabaksh—(previous trips to Cuba as the Phoenician Dawn 
and the East Breeze—British) ___________________ J 8, 708

Philippine (1 ship)-————____________—________—____ 1,232

Don Vicenta—(Ex. Captain Kermadee, Ex. Captaine Nemo, Ex.
Atlanta—previous trips to Cuba as the Enee—French) ________ 1 1, 232

Saudi Arabian (1 ship)____________________________—__ 2,967

Blue Ocean—(previous trips to Cuba as the Danae—French)—— *2,967
1 Ships appearing on the list which hare made no trips to Cuba under their present 

registry.
* Added to Report No. 127 appearing In the Federal Register Issue of Apr. 7,1975.
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Section 2. In accordance with approved procedures, the following vessels listed 

in this section which called at Cuba after January 1, 1963, have reacquired eligi 
bility to carry United States Government-financed cargoes from the United States 
by virtue of the persons who control the vessels having given satisfactory certi 
fication and assurance : ,

(a) that such vessels will not, thenceforth, be employed in the Cuban trade so 
long as it remains the policy of the United States Government to discourage such, 
trade ; and

(b) that no other vessels under their control will thenceforth be employed!. 
in the Cuban trade, except as provided in paragraphs (c) and

(c) that vessels under their control which are covered by contractual obliga 
tions, including charters, entered into prior to December 16, 1693, requiring their 
employment in the Cuban trade shall be withdrawn from such trade at the- 
earliest opportunity consistent with such contractual obligations.

Flag of registry and name of ship Gross 
a. Since last report : tonnage-

b. Previous reports and 
iflag of registry : 

British _ _ __ .

Tt-tl.n n

Japanese — _ __ _.

Number 
of ships

. __ _ 49
-1 •>

— _ _ _ 1
____ 4

- 4
._-__-_ 1

Q 1

1
. ____ 15

1

b. Previous reports and 
flag of registry — Con. 

Kuwaiti ___ ____ .
Lebanese ___ _ — _ .
Liberian ___ __ _
Moroccan __ _ —— .
Norwegian ____ _ .
Singapore ___ _ _ _ .
Somali _ _ _ _ _
Spanish ___ _ _ _
Swedish _ _ _ __.
Yugoslav __ _ —— —— .

Number 
of ships

. ___ _ 1

. — — 9

._ ——— 1

. ____ 2

. ____ 5

._ _ — 1
2

__ — _ 6
_ ___ 1<>

Total ______________ 150
Section 3. The following vessels have been removed from this list since they 

have been broken up, sunk or wrecked.
Gross

a. Since last report : tonnage 
Aegis Legend (Greek) __ __ _________________________ 8,814 
Aegis Loyal (Cypriot) _ ___ ________________________ 11,035 
Byron (Cypriot) ————————— _______________________ 8,720 
Charalambos (Cypriot) ________________________ ____ 10,315 
ChungThai (Panama) _____________________________ 7,915 
Georgios T. (Cypriot) ______________________________ 9,646

. _. . , , Broken upb. Previous reports and ' sunk or Broken an
flag of registry : wrecked D . Previous reports and sunk or

British —————————— _ ——— 38 flag of registry — Con. wrecked
Cypriot ——————————— _____ 104 Moroccan _____________ 1
Finnish —————————— _ __ 6 Norwegian ____________ 1
French ———— ___ _ ____ __ 1 Pakistani ____________ 1
Greek ———— _____ — ____ __ 22 Panamanian ___________ 9
Italian ______________ 5 Singapore ____________ 1
Japanese _____________ 1 Somali ______________ 4
Lebanese ____________ 37 South African _________ 2
Maltese ______________ 3 Swedish __ ____________ 1
Polish _______________ 9 Yugoslav _ ____________ 7
Monaco ______________ 1 ——

Total . _____________ 254
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"SEC. 4.—SHIPS LISTED IN SECS. 1 AND 2 HAVE MADE THE FOLLOWING NUMBERS OF TRIPS TO CUBA SINCE 

JAN. 1, 1963, BASED ON INFORMATION RECEIVED THROUGH JULY 31, 1975

1975, 
Jan. 

to 
Flag of registry 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 May Total

Cypriot ............
British............
Lebanese..... ....
Greek.............
Italian _____ .
Yugoslav ..........
SomalL. .. ....
French. ___ ._._
Netherlands _ . ..
Finnish..... __ .
Spanish.. ........ 
Moroccan.........
Maltese...........
Norwegian.... ...
Panamanian .......
Argentine.. _.- .
Singapore _ _ ..
Swedish... _ __ .
Danish ............
Japanese ____ ..
Kuwaiti...........
Israeli... _ '..„..
German (West). .
Haitian... __ . .
Ivory Coast ____ .
Malaysian .........
Monaco ___ . ....

Subtotal......
Polish............

.. 133
... 64
... 99
.. 16

... 12

... 8

1
9 
9

... 14

3
1 .
1 .

1 .

... 371

... 18

1
180

91
27?n11
9
4
4

17 
13

?
10

3

•f

394
16

17
1?6
58
23
24
15

9
2 .
5

1 .
6

1 .
? •

1 .

?90
12

11
101
?5
?7
11
10

10

11

1

1
m

10

42
78
16
29
11
14

2
10

I?

4

218
11

68
62
16

7
10
9

11
4

8

8

1

?04
7

115
4!)

4

15
6
/
2

2

1

197
2

199
S3

1 .

13
7
4
5

1 .

?

?m
3

173
18

1q
9
B
2

1

219
4

86
10

1

5
K
2
8

1

119

96 147
6 6 .

...... 3

9 9
23 25

1 7 .
17 26

...... 1 .

..--.. 5

...... 7

...... 4

...... 1

...... 1 -

152 242

52

8

7
11

7
4
4

7
2
3

1
1

1

108

1,023
818
275
225
129
123
95
69
64
48
30 
25
24
24
12
9
8
6
3
3
3
2
1
1
1
1
1

3,023
83

Grand total....... 389 410 302 234 229 211 199 288 223 119 152 242 108 3,106

Note: Trip totals in sees. 4 exceed ship totals in sees. 1 and 2 because some of the ships made more than 1 trip to Cuba, 
Monthly totals subject to revision as additional data becomes available.

By Order of the Assistant Secretary of Commerce for Maritime Affairs, 
. Date: September 23, 1975.

JAMES S. DAWSON, Jr., Secretary.

STANFOBD RESEARCH iNSTiftffE, 
Menlo Park, Calif., January 28, 1917. 

Mr. HAROLD MORGAN, 
President, Morgan Equipment Co., 
San Francisco, Calif.

DEAR ME. MORGAN : The following letter is an interim report on SRI's on-going 
analysis of the potential economic impact of recent tax and antiboycott legisla 
tion on the TJ.S construction and construction machinery industries and on the 
U.S. economy. The geographic focus of this analysis is the Middle East and, 
specifically, Saudi Arabia. SRI's final report is scheduled to be available in May 
1977.

I. SUM MART.

SRI interviewed seven construction contractors and four machinery manufac 
turers about their activities in the Middle East. Seven of these companies were 
able to provide quantitive information on their activities in Saudi Araba. Based 
of J;his information, the following preliminary estimate was made of the benefits 
in 1976 to the U.S. economy derived from all U.S. contractor activities in Saudi 
Arabia and all exports of U.S. construction machinery to that country: 

Over a billion dollars contributed to the U.S. trade balance. 
Support for over 16,000 jobs for U.S. citizens.

This estimate, however, is conservative since it doesn't include the number of 
.lobs supported within the U.S. transportation industry nor within the construc 
tion materials .and industrial equipment industries. Furthermore, the estimate
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gives no indication of the potential benefits to the U.S. economy which might 
be derived from greater penetration by the U.S. construction industry of the 
Saudi Arabian market—a market which is expanding rapidly.

Competition for construction contracts in Saudi Arabia is intense. The com 
petitiveness of foreign contractors is illustrated t>y the recent experience of the 
U.S. Corps of Engineers, who manages construction programs for Saudi Arabia 
worth billions of dollars. A list of 51 competitive contracts let by the Corps dur 
ing 1974-76 showed only 6 contracts awarded to U.S. contractors—estimated to 
be less than 5% of the value of Corps contract awards. A similar situation 
exists regarding construction machinery, materials, and industrial equipment. 
Of Aramco's §1.5 billion in purchases of materials and equipment in 1975, only 
about 35% went for U.S. goods. Undoubtedly, the direct and indirect support 
foreign governments provide their companies helps to strengthen their competi 
tive positions vis-a-vis U.S. companies. No other major industrial nation in the 
world taxes its citizens who are working in a foreign country. Nor, for that 
matter, do they have antiboycott legislation similar to the 908 position of the 
Code.

The "911" revision of the Internal Revenue Code will reduce the com 
petitiveness of U.S. contractors in Saudi Arabia by significantly increasing their 
labor costs and by reducing the number of U.S. citizens they employ abroad. 
The effect, however, of this on the U.S. economy in terms of a loss of support 
for jobs and a reduction in exports has not yet been determined.

The primary effect of the "908" revisions of the Code has been to increase the 
general uncertainty surrounding antiboycott legislation. This uncertainty results 
from questions about the eventual Treasury guidelines for determining whether 
a company is participating in a boycott, from various other State and Federal 
laws, and from the possibility of future antiboycott legislation. Some negative 
economic consequences that have already been produced by this situation are a 
reduction in' bidding activity by U.S. contractors on jobs in Saudi Arabia and 
a. reduction of purchases of U.S. products by Saudi companies caused, in part, 
by difficulties in obtaining letters of credit. In the long run, the loss of tax bene 
fits associated with "908" does not represent the.threat to the future activity 
of the construction industry and related industries as does the possibility of 
stiffer antiboycott legislation (such as that being considered in connection with 
the extension of the Export Administration Act) or the possibility of a backlash 
by the Arab countries.

II. INTRODUCTION

On October 4, 1976, President Ford signed into law the 1976 Tax Reform Act,- 
the most extensive revision of the Tax Code in seven years. Among the provi 
sions of this law that became effective January 1976 were a number of revisions 
in the treatment of foreign income that potentially could have a significant im-- 
pact on the operations of U.S. companies abroad and on the U.S. economy as 
a whole. Of particular concern to the construction industries are two changes 
in the Code, one increasing taxes paid by American residents abroad and the 
other denying certain tax benefits to companies complying with international 
boycotts.

Under the old law, Americans living or working abroad were allowed to ex 
clude up to $20,000 a year ($25,000 in some cases) from overseas earnings before 
paying U.S. taxes. They also could credit any foreign taxes paid on the excluded 
income against their U.S. taxes. The new law reduces the exclusion to $15.000 
($20,000 in some cases) and taxes income above this amount at the higher rates 
than would apply if the excluded income were also subject to tax. In addition, 
foreign taxes paid on excluded income can no longer be credited against U.S. 
taxes.

The boycott provision of the new law states that companies that participate 
in an international boycott can be denied three tax benefits: (1) the credit com 
panies can take against their U.S. taxes for foreign taxes paid, (2) the right 
to defer U.S. tax on foreign earnings until they are brought back to the United 
States, and (3) the right to defer tax on half of export earnings allocated to a 
domestic international sales corporation (DISC). This provision, known as the 
Ribicoff Amendment, is considerably milder than other antiboycott legislation 
proposed during the last congressional session. • • • '

The above legislation has come at a time when the U.S. construction industry 
Is more dependent on overseas business than ever before. In 1975, the 400 largest
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U.S. contractors obtained a total of $69.5 billion in new contracts of which 5(21.8 
billion or 31% represented foreign contracts. About one-third of the foreign 
contracts or §7.5 billion in contracts were signed with Middle East nations. By 
comparison, in 1971 the 400 largest contractors reported only $4.1 billion in total 
new foreign contracts.

A similar and related trend toward growing dependency on foreign markets 
is apparent for the construction machinery industry. In 1975, U.S. shipments 
of construction machinery were valued at $8.5 billion of which $4.0 billion or 
48% were exports. A sufostatial proportion of these exports went to Middle East 
nations. By comparison, in 1971 U.S. exports of construction machinery were 
only $1.5 billion.

Although the final statistics are not yet available, this growing dependency on 
foreign 'markets and Middle East markets, in particular, continued in 1976. Fur 
thermore, the demand for construction services and machinery is expected to 
remain strong in the Middle Bast for many years. There is growing concern, how 
ever, that legislation may eventually prevent U.S. companies from competing 
for this business, either by placing them at an insurmountable competitive dis 
advantage or by making it illegal to deal with the countries that adhere to the 
Arab boycott. The two provisions of the Tax Reform Act cited above are a step 
in this direction. Considering the present economic problems confronting the 
United States and the relative importance of Middle East markets to the U.S. 
construction and construction equipment industries, it seems both reasonable 
and appropriate to examine further the potential economic consequences of this 
legislation.

in. RESEARCH OBJECTIVES

The general objectives of SRI's research is to assess the potential economic im 
pact of current tax and antiboycott legislation on the U.S. construction industry- 
and other segments of the economy dependent on this industry, e.g., the construc 
tion machinery industry. Our research focuses on recent changes in the Internal 
Revenue Code concerning "boycott income (Code Section 908) and the earned 
income of U.S. citizens from sources outside the United States (Code Section 911).

Although all of the construction industry's activities abroad will be affected by 
the above legislation, the area of greatest sensitivity is the Middle East, partic 
ularly Saudi Arabia. Therefore, the research focuses on examining economic im 
pacts produced by shifts within the business environment of Saudi Arabia attrib 
utable to a strict interpretation and enforcement of the above tax legislation. 
Specific research objectives are listed below.

Describe, in general, the extent of involvement of the U.S. construction industry 
in 'Saudi Arabia and the economic benefits to the United States derived from this 
involvement in the form of export revenue and employment.

Determine the potential effects of the tax legislation on the U.S. construction 
industry's operating costs in Saudi Arabia.

Identify the alternatives available to segments of the U.S. construction industry 
to offset or reduce these effects.

Analyze the competitive environment confronting various segments of the U.S. 
construction industry in Saudi Arabia including the structure of the competition, 
the strengths and limitations of major competitors, and the nature of the buying 
and contracting process.

Develop scenarios describing actions likely to be taken by segments of the U.S. 
construction industry in response to the new tax legislation, the reaction of Saudi 
Arabia to the legislation, and the resultant effect on the U.S. construction indus 
try's present and prospective activities in Saudi Arabia.

Estimate the impact of each scenario on U.S. export revenue and employment 
over the next five years.

This interim report presents a few examples of the economic benefits to the 
United States derived from the U.S. construction industry's activites in Saudi 
Arabia and the initial impact of the legislation on company operations. In ad 
dition, limited information describing the competitive environment confronting 
the U.S. construction industry in Saudi Arabia is provided.

IV. ECONOMIC BENEFITS

The Kingdom of Saudi Arabia has embarked on one of the most ambitious peace 
time construction programs ever attempted. This program is part of the country's 
Second Development Plan, covering the period 1975-1980. The Plan called for
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expenditures up to some $140 billion (at 1974-75 prices). Construction was sched 
uled to rise from $3 billion annual volume in 1975 to upwards of $25 billion by 
1980.

The U.S. construction industry, both private and public sectors, is heavily in 
volved in assisting in the implementation of the Kingdom's construction program. 
The Army Corps of Engineers, under a treaty signed in 1965 by the United States 
and Saudi Arabia, supervises and contracts for military buildings in the Kingdom. 
Under this agreement, the Corps has completed $300 million in Saudi projects and 
has under construction $800 million in additional projects. Within the private 
sector, both large and small contractors and construction machinery manufac 
turers are active in Saudi Arabia. The economic benefits to the U.S. economy de 
rived from these activities are illustrated by the following construction 
contractors and construction machinery manufacturers active in Saudi Arabia.
Construction contractors

Contractor A, a medium-size contruction contractor located in the central Unit 
ed States has an annual project revenue of between $150 million and $250 mil 
lion. Revenue from projects in Saudi Arabia was $50 million in 1976 compared 
with $25 million in the previous year. The number of U.S. citizens directly em 
ployed by this company in 1976 as a result of Saudi Arabian projects was 112; 100 
were located in Saudi Arabia and the remainder in the United States.

In summary, the $50 million in revenue Contractor A obtained from Saudi 
Arabian business in 1976 yielded the following direct benefits to the U.S. 
economy:

112 U.S. citizens employed by Contractor A.
$8 million in purchases of U.S.-origin material and industrial equipment. 
$9 million in purchases of U.S.-origin construction equipment. 
$2.5 million in work subcontracted to U.S. contractors.
$2 million in the form of personal savings that were returned to the 

United States by Contractor A employees located in Saudi Arabia. 
Contractor B, a large construction contractor located on the East Coast, has an 

annual revenue of between $500 million and $600 million. Revenue from projects 
in Saudi Arabia in 1976 was $147 million. The number of U.S. citizens directly 
employed by Contractor B in 1976 as a result of Saudi Arabian projects was 
295; 75 were located in the United States and 220 in Saudi Arabia.

The value of U.S.-origin materials and industrial equipment (excluding con 
struction equipment) purchased by Contractor B in 1976 for projects in Saudi 
Arabia was $22 million. 'In addition, U.S.-origin construction equipment valued 
at $4 million was purchased for use on these projects.

The value of work subcontracted by this company to U.S. companies as a 
result of Saudi Arabian projects in 1976 was about $400,000. In contrast, about 
$5 million was subcontracted to non-U.S. companies in the same year.

In summary, the $147 million in revenue Contractor B obtained from Saudi 
Arabian contracts in 1976 yielded the following direct benefits to the U.S. 
economy:

The value of U.S.-origin materials and industrial equipment (excluding con 
struction equipment) 1 purchased by this contractor in 1976 for projects in 
Saudi Arabia was $8 million. Purchases of comparable products from foreign 
sources were $6 million. The value of U.S.-origin construction machinery pur 
chased by this company for projects in Saudi Arabia between 1974 and 1976 
averaged approximately $9 million per annum while that of non-U.S.-origin 
machinery averaged $1.2 million over the same period.

The value of work subcontracted by Contractor A to other U.S. contractors in 
1976 as a result of Saudi Arabian projects was $2.5 million. 

295 U.S. citizens employed by Contractor B. 
Approximately $22 million in purchases of U.S.-origin materials. 
Approximately $4 million in purchases of U.S.-origin construction equip 

ment.
$400,000 of work subcontracted to U.S. contractors.
An estimated $2 to $3 million in the form of personal savings that were 

returned to the United States by Contractor B employees located in Saudi 
Arabia. (Actual U.S. savings by Saudi Arabian-based employees were $6.5 
million between 1974 and 1976.)

1 Throughout this report the value of contractor purchases Is all Inclusive, I.e., Includes transportation costs.
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Contractor C, one of the largest U.S. contractors, performed work worldwide 
valued at about $3 billion of which half is work performed overseas. Work per 
formed in Saudi Arabia was $700 million in 1976 and is expected to be $1.3 billion 
.in 1977. The number of U.S. citizens directly employed by this contractor as a 
result of Saudi Arabian projects in 1976 was 2503. Of this number, 1842 were 
located in the United States and 661 abroad, primarily in Saudi Arabia.

The value of U.S.-origin materials and industrial equipment (excluding con- 
stuction equipment) purchased by this contractor in 1976 for projects in Saudi 
Arabia was $198 million. In the same year, purchases of comparable products 
from foreign sources were $324 million. The value of U.S.-origin construction 
.equipment purchased by this contractor was $22 million in 1976.

The value of work subcontracted by Contractor C to U.S. companies for Saudi 
Arabian projects in 1976 was about $500,000.

In summary, the benefits to the U.S. economy derived from Contractor C's 
work in Saudi Arabia in 1976 were :

2500 U.S. citizens directly employed by Contractor C.
$198 million in purchases of U.S.-origin materials and industrial equipment. 
$22 million in purchases of U.S.-origin construction machinery. 
$500,000 of work subcontracted to other U.S. contractors. 
A substantial amount of funds remitted to the United States in the form 

of savings by Contractor C employees located abroad and dependent on Saudi 
Arabian projects.

Contractor D, a medium-size contractor located in the South, has annual rev 
enues of between $100 million and $200 million. Revenues from projects in Saudi 
Arabia were $58 million in 1976. The number of U.S. citizens directly employed by 
this company in 1976 as a result of Saudi Arabian projects was 130; 20 in the 
United States and 110 in Saudi Arabia.

The value of U.S.-origin materials and industrial equipment (excluding con 
struction equipment) purchased by this contractor in 1976 for projects in Saudi 
Arabia was $30 million. Purchases of non-U.S.-origin materials and equipment 
were about 15% of the U.S.-origin purchases in the same year. The value of U.S.- 
origin construction machinery purchased by Contractor D in 1976 for projects 
origin was about 8% of this amount.

In summary, the benefits to the U.S. economy derived from Contractor D's work 
in Saudi Arabia in 1976 were:

130 U.S.-citizens directly employed by Contractor D. 
$30 million in purchases of U.S.-origin materials. 
$8 million in purchases of U.S.-origin construction equipment. 
At the end of 1976, the annual rate in personal savings that were returned 

to the United States by Contractor D employees located in Saudi Arabia was 
$4 million.

Construction Machinery Manufacturers
Manufacturer A, a small publicly held company located in the West, has annual 

sales of construction machinery ranging between $10 and $15 million. In 1976, 
the value of the company's exports accounted for about 50% of total sales. Com 
pany exports to Saudi Arabia were slightly above $1 million. This compares 
with approximately $0.8 million in 1975 and none in 1974.

Manufacturer A, having no foreign manufacturing facilities, produced all the 
equipment sold to Saudi Arabia domestically. Using the company's ratio of pro 
duction workers to total sales value, the number of production jobs that were 
supported by the export sales to Saudi Arabia was estimated to be 12. In addition, 
another 4 jobs in support functions (e.g., purchasing, engineering, production 
control) can be directly related to these export sales. Thus, a total of 16 jobs in 
Company A were directly supported by exports to Saudi Arabia.

Export sales also support jobs by providing a demand for materials and com 
ponents used in manufacturing exported products. For the construction ma 
chinery industry, roughly 50% of the value of shipments goes into the purchase 
of steel, castings, bearings, power transmission components, and so forth. Using 
the ratio of value of shipments to value added per employee for the various 
industries producing these products, a weighted average can be derived relating 
value of purchases of materials and components to jobs supported by these pur 
chases. As shown in Table 1, in 1972 every $100 million of purchases of materials, 
parts, etc. requires the value added of between 4,000 and 5,000 employees. Thus,
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in Manufacturer A's case, approximately another 24 jobs were supported among 
its suppliers by Manufacturer A's purchases of materials and components that 
were required by the equipment exported to Saudi Arabia.

Export sales require transportation. Approximately 3% of the value of the 
machinery shipped represents the cost of transportation from Manufacturer A's 
plant to dockside in the United States. Thus, Saudi Arabian exports represent 
expenditures of about $30,000 in U.S. transportation services, in this case, truck 
ing. In addition, the services of freight forwarders and longshoremen would be 
needed to export the company's products to Saudi Arabia.

A company's capital expenditures can also be affected by sales volume and 
expectations for future market growth. This was the case for Manufacturer A 
in 1976. During that year, capital improvements of $400,000 were authorized 
largely on the basis of expected growth of Middle East markets, particularly 
Saudi Arabia. Approximately $250,000 of the authorization was for buildings 
and land improvement with the balance going toward the purchase of machinery 
and equipment.

TABLE l.-RELATIONSHIP OF CONSTRUCTION MACHINERY INDUSTRY PURCHASES TO NUMBER OF JOBS SUPPORTED

SIC and materials, parts, supplies

3321— Castings... ——— ———————— ——————

3011— Tires. ............. ...................................
Other............................—..... .............

Construction 
machinery 

industry 
per $100 

million

16.0
.—— . 10.0
.—— . 5.6
.—— . 9.4
.... . 7.9
_____ 3.2
_____ 47.9

Value added 
per employee 

(thousands)

$22. 0
16.3
19.3
24.0
19.7
28.6

'20.6

Number of 
jobs 

supported

727
613
290
392
401
112

2,325

Total..—————_.—————————..—————— 100.0 20.6 4,860

'Assumed proportional to tbe other components.
Sources: U.S. Department of Commerce, Bureau of Census, "1972 Census of Manufacturers," SRI.

In summary, the benefits to the U.S. economy derived from Manufacturer A's 
exports to Saudi Arabia in 1976 were:

$1 million contribution to the U.S. trade balance
40 jobs: 16 within Manufacturer A, 24 among suppliers
$400,000 expenditure on plant and equipment
A small addition to the revenue of the transportation industry and the 

income level of its employees.
These are only the direct effects. There are a number of indirect ones asso 

ciated, for example, with the personal spending patterns of Manufacturer A's em 
ployees.

Manufacturer B, a large, multinational producer of capital goods located in the 
Midwest, has annual sales of construction machinery ranging between $100 mil 
lion and $200 million. Company sales of construction machinery to Saudi Arabia 
were $22.1 million in 1976. Shipments from the company's U.S. facilities amounted 
to $14.5 million; the remainder was shipped from the company's foreign opera 
tions. Approximately 7% of the value of foreign shipments represents the 
value of parts produced in the United States and, subsequently, incorporated in 
foreign-built equipment. Therefore, of the $22.1 million worth of machinery 
shipped to Saudi Arabia in 1976, about $15 million was manufactured in the 
United States.

The ratio of construction machinery shipments to Manufacturer B production 
workers is $72,000 per worker. In addition, there is one employee in a direct 
manufacturing support function (e.g., production control, purchasing, mainte 
nance) per every four production workers. Using these ratios, the number of 
jobs in Manufacturer B directly supported by export sales to Saudi Arabia is 
estimated to be 261. Most of these jobs are held today by members of the United: 
Auto Workers.
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Purchases of materials and components represent about 40% of the value 
of Manufacturer B's construction machinery sales. Using the ratio derived pre 
viously of between 4,000 and 5,000 employees supported by every $100 million 
in purchases, the number of employees supported by Manufacturer B's purchases 
because of Saudi Arabian 'business is estimated at 292.

Estimates of inland freight costs for Manufacturer B's exports are 5% of 
the value of shipments or, in the case of 1976 exports to Saudi Arabia, about 
$750,000. This substantial amount supports a number of jobs within the domestic 
transportation industry.

It is impossible to isolate the effect exports to Saudi Arabia had on Manufac 
turer B's capital expenditure authorizations. In 1976, over $10 million was 
authorized for capital expenditure in 1977, despite the fact that company sales 
of construction machinery were down significantly in 1976 compared with 1975. 
The fact that the company's exports to the Middle East about doubled between 
these two years while those to Saudi Arabia increased over eightfold undoubtedly 
had a positive influence on the capital expenditure decision. The impact, however, 
cannot be quantified.

In summary, the direct benefits to the U.S. economy derived from Manu 
facturer B's exports to Saudi Arabia in 1976 were:

$15 million contribution to the U.S. trade balance
553 jobs—261 within Manufacturer B, 292 among suppliers, plus an un 

determined number within the transportation industry.
Manufacturer C is a small, privately held company located in the Midwest. In 

1976, over 50% of the company's sales were exports, including over $2 mil 
lion to Middle East nations. Company exports to Saudi Arabia were $800,000 in 
1976 and are expected to more than triple in 1977.

As in the two previous cases, the potential effect of export sales on employ 
ment can be estimated from ratios of hourly workers to sales, etc. Using ratios 
provided by the company, the benefits to the U.S. economy in 1976 derived from 
Manufacturer C's exports to Saudi Arabia were:

$800,000 contribution to the U.S. trade balance 
30 jobs—15 within Manufacturer C, 15 among suppliers.

Manufacturer C has been operating below capacity for several years and has had 
no significant capital expenditures recently.
Preliminary estimates of total beneflts

Preliminary estimates of the benefits to the U.S. economy in 1976 derived from 
all U.S. contractor activities in Saudi Arabia and all exports of U.S. construction 
machinery to that country can be made based primarily on the information given 
in the examples above. These examples represent a relatively small sample size 
and, therefore, the estimates of total benefits are only tentative at this point.

Using project revenue figures from individual contractors and contract award 
information, SRI estimates that the total U.S. contractor revenue derived from 
Saudi Arabian projects was between $3 to $5 billion in 1976. Assuming that the 
relationship between project revenue and economic benefits is the same for all 
activities as it is for the four contractor examples, the economic benefits directly 
related to U.S. contractor activities in Saudi Arabia in 1976 is estimated to 
have been:

Support for 9,000 to 15,000 jobs for U.S. citizens within the construction
contractor companies (excluding architect designers and related industries).

An $825 to $1375 million contribution to the U.S. trade balance through
the purchase of U.S. construction materials and industrial equipment for
export.

Another $135 to $225 million contribution to the trade balance through 
the purchase of U.S. construction machinery for export.

The estimate of construction machinery purchases, however, may understate 
the actual U.S. exports of construction machinery to Saudi Arabia in 1976.

U.S. exports of construction machinery to Saudi Arabia in 1975 were valued at 
about $150 million based on U.S. Commerce Department statistics. Shipments 
are likely to have been substantially higher in 1976. For example, the four con 
tractors used as examples increased their purchases of construction machinery 
an average of 26% between 1975 and 1976. Also, the members of the Construction 
Industry Manufacturers Association reported shipments to the Middle East 
of U.S.-origin construction machinery totaled $542 million in the first nine 
months of 1976 or about $725 million on an annual basis. It is conceivable that
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half of this amount, or about $350 million, went to Saudi Arabia where the 
total market for construction machinery was estimated to be about $1 billion in 
1976.

Assuming that the total U.S. exports of construction machinery to Saudi 
Arabia in 1976 was $200 to $350 million and that the relationship between the 
value of export sales and economic benefits is the same for all construction 
machinery exports as it is in the case of the three manufacturers used as exam 
ples, the economic benefits directly related to U.S. construction machinery 
exports to Saudi Arabia in 1976 were:

A $200 to $530 million contribution to the trade balance. 
Support for 7,500 to 13,000 jobs in the U.S. construction equipment industry 

and among its suppliers.
The benefit, therefore, to the U.S. economy in 1976 derived from the activities 

of U.S. construction contractors and construction machinery manufacturers in 
Saudi Arabia is believed to have been over a billion dollar contribution to the 
U.S. trade balance in exports and support for over 16,000 jobs for U.S. citizens 
among construction contractors and machinery manufacturers. This preliminary 
estimate, however, does not include the number of jobs supported within the 
U.S. transportation industry nor within the construction materials and industrial 
equipment industries. This number would also be substantial.

The previous estimate gives no indication of the potential benefits to the U.S. 
economy of the U.S. construction industry's activities in Saudi Arabia. Saudi 
Arabia is still in the early phases of its construction program. Construction 
activity is growing annually and is not expected to peak until the early 1980s. 
Illustrative of this growth is the fact that the project revenue from Saudi Arabia 
of the four contractors described previously doubled between 1975 and 1976 and 
is expected to increase threefold between 1976 and 1977. Today, the U.S. construc 
tion industry is estimated to hold only about a 15% share of the Saudi market. 
Therefore, the potential benefits to be derived from future activities'of the U.S. 
construction industry in Saudi Arabia are several times higher than those 
shown above, assuming of course that the U.S. industry can continue to be cost 
competitive with foreign competitors. .

V. IMPACTS OF SECTION Oil

The income tax paid by the typical U.S. construction worker having permanent 
residence in Saudi Arabia has been raised significantly by the "911" revision 
of the Code.1 A simplified example illustrating the size of the increase for 1976 
is given below for the case of a U.S. citizen resident in Saudi Arabia, earning 
$61,000 including all allowances and having $6,000 in deductions and exemptions. 
Under old law:

Gross income.-———______________________________ $61, 000
Deductions and exemptions____———___________________ 6, 000

Total —————————————————————————————_————____ 55, 000
Foreign tax exclusion________—____________________ 20, 000

Taxable income—________-____________________ 35, 000
Total liability__________________________________ 9, 920

Under new law:
Gross income———————————————————————_____________ 61, 000
Deductions and exemptions________________________ 6, 000

Tax on $55,000_____________-____________________ 19, 650 
Less tax on $15,000 exclusion_——____________—____ 3, 010

Tax liability__________________________________ 16, 640 
Increase in tax liability__„____——_____.___________ 6, 270

1 No other major Industrial nation in the world taxes Its citizens who are working tn a foreign country. • .
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To fully compensate this employee for the increase in his tax liability, his em 

ployer will have to pay him about twice the increase because the additional amount 
will be taxed at a high tax rate corresponding to his relatively high income level. 
Tims, in this case, the employer's cost of keeping a man in Saudi Arabia will in 
crease about 20%.

In general, the increase in tax liability due to the new "911" provision rises as 
the individual's taxable income level rises. In Saudi Arabia, this is already high 
because of the high cost of living and the premiums that must be paid to encour 
age U.S. citizens to live in Saudi Arabia. Furthermore, two factors act to increase 
these income levels substantially. First, inflation is high in Saudi Araba and, 
therefore, living allowances rise significantly each year. Second, the Internal 
Revenue Service has stated that the value of housing must be reported at the 
current market value in Saudi Arabia and not the value of comparable housing 
in the United States. (To get an appreciation of the potential impact of this on 
an individual's taxable income, housing costs have risen over 200% between 
1975 and 1976. Today, a three-bedroom house in Riyadh rents for over $2.000 per 
month.) These two factors, therefore, will multiply the impact of the "911" re 
vision, causing it to escalate significantly each year.

U.S. construction contractors in Saudi Arabia have generally responded to the
-"911" revision by compensating their U.S. employees in Saudi Arabia for their
-"increase in taxes at least for 1976, Despite this general response, there have been 
.-some resignations as a consequence of the higher personal tax burden. The cost
-of these tax equalization programs can f>e substantial. Contractor C, for example,
-anticipates an additional direct cost of $6 million annually on existing contracts 
<due to the increase in personal tax costs for Saudi Arabia.

.Another response has been to begin to replace U.S. citizens in Saudi Arabia with 
mon-U.S. citizens. The replacement of U.S. citizens, however, can only go so far 
before the competitive position of U.S. contractors is eroded. Conversely, there 
is a limit to the extent a U.S. contractor can increase his bids to offset increased 
U.S. labor costs before becoming uncompetitive. These limits are dependent on 
the specific competitive environment confronting the contractor.

U.S. contractors are more competitive in certain types of projects than in others 
or. conversely, they are more vulnerable in certain segments of the construction 
market to foreign competition than in others. Therefore, in assessing the effect 
of the "911" revision on U.S. contractor revenue, consideration must be given to 
the different segments of the Saudi Arabian construction market and to the 
nature of competition in those segments. Using this approach, it should be possi 
ble to see where the impact is likely to be greatest and what kinds of U.S. con 
tractors are most likely to be affected. This analysis, however, is beyond the 
scope of our preliminary research. At this stage of our research, therefore, all 
that can be said is that the "911" revision will have a negative effect on the com 
petitiveness of U.S. contractors in Saudi Arabia. How much of an effect is open 
to speciilation ?

The direct impact of "911". on construction machinery, manufacturers opera tins 
in Saudi Arabia appears .to be less than on contractors, simply because manu 
facturers have fewer U.S. citizens in Saudi Arnbia. On a worldwide basis, how 
ever, the larger manufacturers having subsidiaries in foreign countries will be 
faced with increased labor costs because of increased compensation for these 
U.S. employees located abroad. Again, the impact of this increase in costs on 
their competitive position in general, and in Saudi Arabia, specifically, is beyond 
the scope of our preliminary investigation.

i . . •
. . VI. IMPACT OF SECTION 908

The extent of the impact of the new "908"" provision of the Code on the 
construction industry is dependent first, on the Treasury guidelines for deter 
mining whether "a company is~ participating in an international boycott and, 
second, on the size of the tax benefits associated with a company's Saudi Arabian 
business. Under the present guidelines, it is still possible to trade with Sandi 
Arabia and not be found to be participating in an international boycott. This 
situation, however, could change in the future' as a consequence of more re 
strictive Treasury guidelines, in which case, certain tax benefits would be denied. 
These include: (1) the credit companies can take against their U.S.'taxes for 
foreign taxes paid, (2) the right to defer U.S. tax on foreign earnings until they 
sire brought back to the United States, and (3) the right to defer tax on half
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of export earnings allocated to a domestic international sales corporation 
(DISC).

Some large construction contractors operating in Saudi Arabia have received 
tax holidays there for setting up subsidiaries. These holidays have generally been 
for five years and there is some consideration being given to extending them to 
ten years. When these tax holidays expire, U.S. contractors will begin to pay 
Saudi Arabian taxes that, under the new "908" provision of the Code, cannot 
be deducted from their U.S. taxes assuming they are found to be complying with 
the Arab boycott. In one large contractor's case, this is estimated to increase his 
costs in Saudi Arabia by $3 to $6 million annually. In addition, there would be 
a reduction in income associated with the removal of the tax deferral provision 
for foreign income. This reduction, however, would be comparatively minor.

U.S. construction machinery manufacturers benefit through DISC on their ex 
ports, including those to Saudi Arabia. This.benefit has been significant in the 
past; however, its size was reduced substantially by another provision of the 
1976 Tax Reform Act. The new "908" provision of the Code would eliminate 
the DISC benefit machinery manufacturers receive on exports to Saudi Arabia, 
again assuming that they are found to be complying with the Arab boycott. Al 
though this would reduce manufacturer's profit margins, the loss is softened 
because most of the benefit has already been removed and, furthermore, there 
have been a number of indications suggesting that DISC is likely to be eliminated 
entirely in the near future.

The impact of these losses on the project revenue or export sales of contractors 
and manufacturers is dependent on the shift they produce in the competitive 
position of U.S. companies vis-a-vis their foreign competition. There are indi 
cations, for example, that the loss of foreign tax deduction benefits may affect 
the bidding strategy of some U.S. contractors, encouraging them to avoid higher 
risk projects. In the long run, this would reduce their revenue and, concommit- 
antly, reduce their purchases of U.S. materials and equipment. There is an im 
mediate negative effect, however, associated with the "908" antiboycott provision 
that, in a sense, is more important than the long-run effect discussed above.

The new "908" provision is part of a legislative trend that includes state anti- 
boycott legislation (e.g., California, Massachusetts, New York) and other federal 
legislation such as the antiboycott provision in the proposed extension to the 
Export Administration Act. This legislative trend has produced much uncertainty 
about the future ability of U.S. companies to trade with Arab nations. And, it is 
the reaction to this uncertainty that is producing a number of immediate nega 
tive impacts.

Some U.'S. construction contractors, for example, report a reduction in the 
number of their bids on jobs in Arab countries such as Saudi and in developing 
countries where Arab countries are partially funding development projects. Con 
tractor E, for example, a large contractor located in the West, has a policy not 
to work in the Middle East', because of their concern about the ability to carry 
out their contractual commitments should stiffer legislation be passed in the 
future.

Contractor E has annual revenues of between $800 million and $1200 million 
worldwide. Approximately $300 million in revenue was derived from foreign 
projects including $70 million from Middle East nations not participating in the 
Arab boycott. Recently Contractor E turned down a large project not in the 
Middle East due to a reluctance to render a proposal as a consequence of their 
concern over current anti-boycott legislation. Had the company been awarded 
this particular project, the following major benefits to the U.S. economy would 
have been derived:

(1) Jobs for 40 U.S. citizens for the duration of the project (39 months) plus 
support for 8 overhead jobs in the United States." '

(2) Purchases of about $16 million in equipment, materials, and supplies from 
the U.S.

In addition, the project was expected to be profitable in which case the U.S. 
government would have obtained an estimated $300,000 in tax revenue.

Other contractors, more heavily involved in the Arab countries than Contractor 
E, are particularly threatened by the antiboycott legislative trend. 'In some cases, 
these contractors expressed concern about bankruptcy if they were prevented by
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stiffer legislation from meeting their existing contractual commitments in Saudi 
Arabia.

Another immediate impact has been the difficulty U.S. firms have had in obtain 
ing letters of credit from U.S. financial institutions for Saudi Arabian orders of 
material and equipment. In some instances, this has resulted in Saudi Arabia 
putting up cash for certain projects.

There has also been a shift in the selection of U.S. ports for shipment of goods 
to Saudi Arabia and other countries participating in the Arab boycott. Major 
beneficiaries of this shift are believed to be Baltimore and Houston. This shift 
is primarily a consequence of state legislation.

Finally, there has already been change in the buying patterns of some Saudi 
Arabian companies in response to this legislative trend. This change has reduced 
their purchases of U.S. goods. The possibility of this becoming widespread repre 
sents the greatest potential economic impact that can be associated with the 
present trend in antiboycott legislation. (The dimensions of this potential impact 
on the U.S. construction industry and on the U.S. economy are only roughly out 
lined in the previous discussion of economic benefits, which focused on 1976 bene 
fits and gave little attention to potential future benefits. The likelihood of its 
occurrence is a function of many factors including the extent to which the U.S. 
construction industry is needed in Saudi Arabia. This, in turn, is a function of 
the competitive environment.

VII. COMPETITIVE ENVIRONMENT

Competition for construction contracts in the Middle East, in general, and 
Saudi Arabia, specifically, is intense. Among the industrial countries, the slow 
economic recovery and reduced growth prospects among non-oil-producing coun 
tries have encouraged contractors and machinery manufacturers to be more 
aggressive in seeking overseas business.

The competitiveness of foreign contractors in Saudi Arabia is illustrated by 
the recent experience of the U.S. Corps of Engineers, who, as mentioned pre 
viously, manages construction programs for Saudi Arabia worth billions of dol 
lars. A list of 51 conmpetitive contracts let by the Corps during 1974-75 showed 
only 6 contracts awarded to U.S. contractors. The remainder went to Korean, 
Greek, British, German, Saudi, and other non-U.S. firms. It has been reported 
that U.S. firms are presently getting less than 5% of the value of Corps contract 
awards.

The support foreign contractors receive from their respective governments 
strengthens their competitive position vis-a-vis U.S. contractors. South Korea, 
for example, provides a 50% corporate tax exemption on profits from overseas 
construction projects, a five-year tax holiday on exported materials and equip 
ment, and long-term loans of between 8 and 12% (compared with around 20% 
on loans for domestic projects). European countries assist in providing per 
formance guarantees for overseas contracts and, in some cases, insurance against 
losses due to inflation. The extent to which these incentives make a competitive 
difference is difficult to assess. They are, however, a factor working against 
U.S. contractors overseas.

The competitiveness of foreign machinery and equipment needed by Saudi 
Arabia is reflective by the purchases of Aramco. Aramco, which is controlled 
by Saudi Arabia, buys'large amounts of capital equiment including construction 
machinery. In ;1975,'purchases of materials and equipment were about $1.5 billion. 
Over half of this amount was spent'on Japanese goods, 35% on U.S. goods, with 
the balance going to Europe. Clearly, the Japanese material and capital equip 
ment companies are competitive.

Komatsu, a Japanese machinery manufacturer, provides further evidence of 
the competitiveness of the Japanese in worldwide construction machinery 
markets. In 1975, Komatsu's net sales of construction machinery increased 29% 
over the year before to $842 million. Because the company's domestic sales of 
construction machinery decreased slightly, all of the net increase is due to 
foreign demand. If Komatsu were a U.S. company, its size (on the basis of sales 
of construction machinery) would be second only to that of Caterpillar in the 
construction machinery 'industry.

The size arid apparent success'of foreign competitors in 'the Middle East 
supports the statement made several months ago by the Saudi ambassador to
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the United States indicating that "the products and services we (Saudi Arabia) 
seek, including high-quality technology, are available in not only the United'- 
States but also Western Europe, Japan, and a number of other sources." l 

Respectfully submitted,
G. THOMAS WACHTER, 

SENIOR INDUSTRIAL ECONOMIST.

Mr. MORGAN. In closing I would like to thank the committee for the- 
opportunity to present my views on this most important measure. 
I believe that what my company does is good for the U.S. economy 
and I see great harm if we act in such a way as to force Americans 
to cease doing business in Arab countries.

Thank you.
Chairman ZABLOCKI. Thank you Mr. Morgan.
Without objection, the complete statements of the four witnesses will, 

be entered in the record.
[The prepared statement of Mr. Harold Morgan follows:]

PREPARED STATEMENT OF HAROLD MORGAN, PRESIDENT OF MORGAN EQUIPMENT Co.,
SAN FRANCISCO

Mr. Chairman, members of the committee: My name is Harold Morgan; I am 
the President and principal shareholder of Morgan Equipment Co., a distributor 
of U.S.-manufactured construction and mining equipment 'based in. San Fran 
cisco. More than 80% of what my Company sells is exported to foreign coun 
tries. For the last two years an increasingly large portion of our sales has 'been 
to customers within the Middle East, especially the many U.S. construction 
contracting firms that are active in Saudi Arabia. Morgan Equipment is also 
a participant in a joint venture established in Saudi Arabia to distribute and serv 
ice U.S. manufactured construction equipment. Thus my financial stake in this 
legislation is clear and undenied.

I do not wish to dwell on the often-made point that the U.S. construction in 
dustry has a large stake in Middle East projects but I request that the report of 
a survey on this subject prepared for my Company by Stanford Research Insti 
tute be introduced into the record and considered by the Committee when evaluat 
ing the proposed legislation. I do not want to suggest that simply because there 
is a large dollar amount of construction and equipment business at stake that 
American firms should be permitted to discriminate against other American 
firms or against firms which do business in a country friendly to the United 
States. However, I do not believe that the pursuit of 'business in the Arab nations 
is either sinister or immoral.

Although I support additional legislation, I have sincere and substantial reser 
vations about several provisions in the pending bill. I am concerned about the 
appearance of power among Israeli supporters to provide an ever increasing 
pressure on the Arab countries to relax their boycott of Israel without provid 
ing any corresponding pressure on the Israelis to offer any similar concession 
for the furtherance of peace in the Middle East. I know-of nothing which has oc 
curred since passage of the Tax Reform Act's foreign boycott provisions which 
would justify the U.S. toughening its policy with respect to foreign boycotts. To 
the contrary my Company has seen a noticeable relaxation by Saudi Arabia, 
among others, of certain aspects of the boycott such as elimination of the required 
negative certification of origin. Additional legislation at this time might be 
interpreted by the Arab countries as an attempt to break their 'boycott of Israel 
at the very time that they are moderating their practices to meet the objections 
of countries such as the United States. In my opinion this can cause the additional 
legislation to be counter-productive.

For some years now the publicly stated foreign policy of the United States 
with respect to the countries within the Middle East has been one of evenhand- 
ness. I would like to think that such policy continues to prevail. While I well 
recognize the firm bond between our country and Israel, a friendship I support 
and respect, I also recognize that we have had long and traditional friendships in. 
the Arab world.

1 The Commission and the Boycott, Mideast Markets, pp. 3-4 (Dec. 6, 1976). 
87-231—77———12
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Saudi Arabia has been a close ally of this country. It has been a stabilizing 
force in the Middle East and has contributed substantially to the Middle East 
peace effort. In their efforts to limit oil price increases Saudi Arabia has been 
not only a good friend of our country, but of all the oil importing countries in the 
world.

My company currently operates in Australia, Papua New Guinea, and Singa 
pore ; and those operations account for the majority of my business.

Most of my Company's business in the Middle East has been in Saudi Arabia. 
At no time in my business dealings with Saudi Arabia have I been asked to dis 
criminate against any U.S. citizen because of race, religion or national origin ; nor 
have I been prohibited from exporting any of .the lines of U.S. machinery I rep 
resent.

I believe that our country should have an aggressive policy in promoting U.S. 
trade. Unfortunately, we seem to do just the opposite with the result that we are 
becoming more noncompetitive with other industrial countries. We no longer 
have a "lock" on technology. Where ten or fifteen years ago we had markets to 
ourselves, we now find competition from all sides. I believe that you are all 
aware that last month's trade deficit was the largest in the history of the United 
States—almost 1.7 billion dollars. This country is desperately in need of a 
policy that will stimulate, not retard, the exports of U.S. goods and services.

As an exporter, I work very directly with the construction industry. In 1975, 
the 400 largest U.S. contractors obtained a total of $21.8 billion in new foreign 
contracts of which $7.5 billion represented contracts with the Middle East nations. 
This has a very direct effect on our own U.S. economy. Not only are jobs created 
here and our balance of payments aided, but we also penetrate new markets 
with our products and technology. These projects strengthen the economic and 
political ties which I believe lead to greater international stability. In my opinion 
major U.S. contracting concerns serve as very effective and sincere ambassadors 
of America's principles.

I believe that the United States will be making a great error if it adopts 
legislation which attempts to force the Arab countries to relax their economic 
boycott against Israel in order to maintain the friendship of the United States 
or to engage in business with American firms. The legislation should do no more 
than prevent Americans from being forced to boycott Israel or to discriminate 
against other Americans. I have talked with a variety of Saudi Arabian business 
men and I am convinced that the Saudi's believe that their boycott of Israel 
is a legitimate weapon in their existing state of war with Israel and is not in 
tended to be anti-Jewish. Since the United States has itself used economic boy 
cotts as instruments of foreign policy, including the secondary boycott, it would 
be hypocritical to pressure a country friendly to the United States, such as 
Saudi Arabia, to cease enforcing its boycott within its own borders.

Both the proponents of, and the opponents of, the pending legislation seem 
to agree on the basic principles which Americans must live up to at home and 
abroad. I am here today to ask that these principles be expressed with precision 
and clarity in a manner which will not inhibit American businessmen, because 
of uncertainty and careless drafting, from doing business with the countries of 
the Middle East. These are important principles which are worth clear state 
ment so that all Americans can be guided by them and so that all nations will 
understand this country's unambiguous opposition to any boycott which dis 
criminates upon the basis of personal characteristics such as race or religion.

RECOMMENDATIONS

In your deliberations on the pending legislation I request that this Committee 
consider several areas where the pending bills must be, or can be, substantially 
improved without any loss of the national objective which this Committee is 
attempting to promote.

FEDERAL PREEMPTION '

First, U.S. policy on foreign boycotts involves foreign relations and foreign 
and interstate commerce. The federal government is, according to the constitu 
tion, exclusively responsible for such matters. Furthermore, this problem re 
quires a uniform and consistently applied national policy.

The present set of federal and state laws covering foreign boycotts is check 
ered, complex, confusing and conflicting. The many state laws encourage Ameri 
can firms and.others to play.one state against another by diversion of business
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from those states which hare strong boycott laws. There is absolutely no justi 
fication for an American to be able to do one thing in Minnesota with respect to 
a foreign boycott and be restricted from doing the same thing in New York. Nor 
any reason why a California corporation should be fined §1,000,000, pay treble 
damages, and lose its corporate powers, while a New York corporation is only 
found guilty of a misdemeanor and a Texas corporation is not now punished—all 
for the same boycott related act.

' Already there is a difference in opinion on the appropriateness of the pending 
legislation between the port authorities in states which have local laws regulating 
foreign boycotts and those which do not. State officials are now doing exactly 
what the proponents of the bill believe is most offensive—setting American 
against American for personal or local profit.

Morgan Equipment, being headquartered in San Francisco, is subject to the 
recently effective California anti-boycott law—The Herman Act. That law is so 
vague and confusing that the State's Attorney General issued an opinion in an 
attempt to spell out its meaning and to avoid unconstitutional applications which 
conflict with federal law. In doing so, he had to virtually ignore the words of the 
statute, and we cannot be sure that the first judge to be presented with the stat 
ute will not reach different conclusions about its meaning. Other state laws are 
equally incomprehensible and a Company, such as ours, which conducts business 
in several states may be subject to more than one state law in the same trans- 
.action. The resulting confusion and uncertainty discourages lawful business.

I strongly urge that the bill be amended to preempt the present tangle of state 
policies which are certain to damage the U.S. without any corresponding benefit, 
jnoral or otherwise. These conflicting state policies make the American position 
appear to be unclear, unequal, and vascillating. The United States must have a 
.strong, uniform, and consistent national policy.

Furthermore, I urge the Congress to repeal the provisions of Section 999 of 
the Internal Revenue Code dealing with foreign boycotts. There will be little, if 
any justification, for Section 999 after appropriate legislation on the subject is 
.adopted in the extension of the Export Administration Act. Retaining the tax 
provisions will merely provide a cumulative penalty for the same agreements or 
.acts. And, the duplicative reporting requirements for American business which 
the tax statute and this legislation will foster are an unnecessary burden on 
American businesses already drowning under required Federal, State and local 
paperwork.

EXTRATERRITORAL APPLICATION

Second, the Congress should limit the applicability of the U.S. policy to domes 
tic concerns, U.S. residents and foreign base companies which are established by 
U.S. persons with the intent of avoiding the application of the U.S. policy. Of 
particular concern to me is the possibility that the subsidiaries of U.S. companies

• established in Arab countries will be forced to report to the Commerce Depart 
ment on their activities within their own country and to otherwise comply with 
U.S. law which is at odds with the law of their own country. Certainly we should 
not expect a Kuwaiti subsidiary to comply with U.S. law if that violates Kuwaiti 
law. If the bill passes in its present form I suggest that no American will be able

-to control a company within any of the Arab countries without risk that the 
American will be violating either U.S. law or the law of the host nation. Nor do 
I believe that the exceptions for primary boycott import limitations and shipping

• document requirements provided in H.R. 1561 sufficiently meet this problem. In 
legislating to prohbit foreign nations from requiring Americans to break our own

^policies against discrimination and unfair economic competition, we must be 
careful not to require foreign residents including those owned by Americans to 
break the laws of those places. International comity requires no less.

Further, I am convinced that the Arab countries will not stand for Arab con 
cerns reporting to the U.S. Department of Commerce on their activities within 
their own country. It is one thing to establish a strong U.S. policy against boy 
cotts ; it is quite another thing to force this policy upon concerns and nationals 
of foreign countries within their own countries simply because the host country 
has permitted American control.

•' RETROACTIVE EFFECT

Third, Congress should exempt from the application of the bill all existing
-contracts and agreements. The provisions of H.R. 1561 making the bill applicable
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to existing contracts and agreements is particularly troublesome. Why, I", 
would like to ask, should Americans be penalized now for having entered 
into contracts and other agreements which were completely lawful at the time 
they were made. The fact is that the existing U.S. policy merely discourages cer 
tain kinds of compliance with the Arab boycott of Israel but does not prohibit it. 
Those who have complied with the law have the right to place reliance on the 
fact that their actions will not later be made punishable violations of law.

The bill does not make it clear whether the violative clauses in existing con 
tracts and other agreements are declared void or whether they must be removed 
by agreement of the contracting parties. To make a clause in an existing contract 
void would create chaos, especially if one or more of the contracting parties is 
not subject to U.S. jurisdiction. And, to require that existing contracts be changed 
by agreement assumes that the U.S. person has some leverage to force the change 
on a non-U.S. person. The financial consequences of this retroactivity are incal 
culable. Several American construction contracting firms have advised me that 
they have posted substantial performance bonds and these could be called upon 
if they fail to live up to the terms of their binding agreements and are unable to 
get the non-U.S. person to acceed to the new legislation. If U.S. companies are 
forced to walk away from existing contracts to avoid being subject to criminal 
prosecution, this will bankrupt a number of U.S. companies doing business in the- 
Middle East.

The pending legislation proposes a new, strong U.S. policy on foreign boycotts. 
Our new policy will not be made better or any more clear to the world if we 
make it apply to agreements already in existence which are not proscribed by- 
present law. To the contrary I submit that our moral standing withiin the world 
business community will be greatly harmed by providing ex-post facto criminal' 
penalties for prior acts which were previously lawful.

NEGATIVE CEBTIFICATES OF OBIGIN

Although the issue may have been rendered moot by a recent announcement 
that most Arab countries will no longer require negative certificates of origin. I 
believe that the provisions contained in the bill which outlaw negative certificates 
should be removed. No one has suggested that we should impose our will on the 
Arab countries to cease their primary boycott of Israel. Nor has anyone provided 
any meaningful distinction as to the difference between a positive and a negative- 
certificate when such certificate is required for the sole purpose of excluding 
goods from a boycotted country. It is no secret that a state of war exists between 
Israel and the Arab countries and if the Arab countries want to insist that ex 
porters of goods to them acknowledge this state of war, I believe that we should 
not try to interfere. This is an area where we are truly permitting form to take- 
precedence over substance.

INTENT TO SUPPORT OB FUBTHEB A BOYCOTT

Finally, I suggest that language should be added to the bill to establish "intent 
to support or further a boycott" as the criteria for violation of this law. Under- 
H.R. 1561 it is possible to violate the law simply by agreeing to comply with the • 
laws of a country which has imposed boycott provisions on its citizens and busi 
ness concerns. I can foresee inadvertent agreement to what can be construed as 
boycott language in form contracts containing boilerplate clauses. Employees 
of mine might, for example, accept a purchase order without realizing the sig 
nificance of some of the fine print which the purchaser may have included. The 
issue of actual compliance with the boycott will not arise because we will ship 
the goods ordered. However, the language in the contract would place us in at 
least technical violation of the law.

An example on this very subject occurred within the last month. A bank which 
we do business with sent to us a draft agreement for a loan which we are seeking. 
In the draft we were required to affirmatively cause each of our subsidiaries, spe 
cifically including our Saudi Arabian subsidiary, to comply with all of the laws 
and regulations of any governmental authority having jurisdiction over such 
subsidiary. My attorneys advised, I believe facetiously, that this might be a re- 
portable boycott request since the laws of Saudi Arabia include the boycott laws. 
Whether or not their advice on reporting the incident was facetious, they in 
sisted that the offending clause be changed.
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CONCLUSION

In closing I would like to thank the Committee for the opportunity to present 
:my views on this most important measure. I believe that what my Company
•does is good for the U.S. economy and I see great harm if we act in such a way 
as to force Americans to cease doing business in Arab countries. I hope that 
you will find my testimony and experience of some use in your efforts to draft 
legislation to deal with this subject.

Chairman ZABLOCKI. It is my understanding that Mr. Solarz has a 
statement for the record.

Mr. SOLARZ. Without objection, Mr. Chairman, if I could insert the 
following statement for the record as my own testimony on this legis 
lation, I would appreciate it.

Chairman ZABLOCKI. Without objection, the statement will be made 
a part of the record at this point.

[The statement of .Representative Solarz follows:]
STATEMENT or HON. STEPHEN J. SOLARZ, A REPRESENTATIVE IN CONGRESS 

FROM THE STATE OF NEW YORK
Mr. Chairman, I appreciate the opportunity to appear before the Committee 

to testify on behalf of the proposed anti-boycott amendments to the Export Ad 
ministration Act.

The Arab boycott is a complex issue. It not only involves the conduct of 
American foreign policy and this government's right to protect and regulate its 
domestic industry, but it also raises fundamental issues concerning principles of 
free trade and freedom from religious discrimination. Any legislation which is 
intended to deal wisely and effectively with the Arab boycott must address itself 
to these different and sometimes conflicting issues.

I believe that the amendments to the Export Administration Act now before 
the committee do just that. The compromise worked out in the informal con 
ference committee last year, was carefully crafted to take into account all of 
these different considerations. The prohibitions in the compromise are broad, 
clear and strong enough to deter participation by American companies in the 
Arab boycott against Israel. Yet the exclusions from the prohibitions contained 
in the bill make sure that Saudi sensibilities will not be unnecessarily offended. 
As a result, the passage of these amendments, while effectively protecting Ameri 
can firms from the pressures of the boycott, should not adversely affect our econo 
my or significantly interfere with our commerce with the Arab world.

The reason for the complexity of the Arab boycott issue is due to its unique 
ness. Unlike other trade measures taken by countries in a state of belligerency, 
the Arab boycott is not limited to a refusal by the Arab nations and their na 
tionals to trade with Israel. Instead of using this traditional and accepted 
method of economic warfare, the Arabs have attempted to coerce the concerns of

•other nations to refuse to trade with Israel or do business with other companies 
that do trade with Israel.

The main instrument of coercion used in the Arab boycott is the blacklist. 
Firms dealing with Israel or having Zionist—the Arab code word for Jewish— 
management are placed on the blacklist. Once such a firm has been placed on 
the list it is effectively barred from doing business in, or with, the Arab coun 
tries. In addition, firms are required to refrain from doing business with the 
blacklisted firms as a condition for the establishment of commercial relations 
with the Arabs.

Until recently, the blacklist and the boycott could be ignored or treated as 
a small nuisance by many American firms. That was before the dramatic 
OPEC price increases, and the corresponding increases in Arab wealth, when 
trade with Arab countries constituted a small part of American trade. Those 
days no longer exist. Since 1972, U.S. trade with Saudi Arabia has increased 
by over 1,400 percent while during the same period of time U.S. trade with 
Kuwait increased by more than 300 percent. And with the combined investa- 
ble surplus of both these countries running at close to $30 billion a year it is 
very unlikely that Arab trade will be so marginal to our economy in the fore 
seeable future.
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This increase in commerce with the Arabs poses serious dangers to us as a 
nation. Give the enormity of Arab wealth and the very real desire of American 
firms for profits from Arab trade, it is not inconceivable that if we let the Arab 
boycott go unchecked we will wind up with a segregated economy. It would 
contain one section, composed of firms, most of whom would not have Jewish 
employees, who will trade with the Arabs, but who will not do business with the 
companies in the other section of the economy, who do have Jewish personnel, 
and who do trade with Israel.

I believe that last year the Congress sensed the danger of such a development 
when both Houses, in one of their finest moments, passed strong anti-boycott 
measures. Unfortunately, because of the determined opposition of the Ford Ad 
ministration, and the obstructionist tactics of their agents in the Senate, the 
other House was unable to appoint its conferees. The anti-boycott legislation, 
therefore, died in the rush to adjournment because no formal conference com- 
mittee could be convened to report back one bill to both Houses. The fact that 
an informal conference committee did meet and quickly proceeded to produce the 
bill that is now before us is evidence that had it not been for the dilatory tactics 
of a small minority, the overwhelming majority of Senators and Congressmen 
would have voted to end participation by American firms in the Arab boycott. 
It is to a refutation of these arguments that I would like to devote the rest of 
my testimony.

The first argument that has gotten a good deal of circulation in the last few 
months is that the passage of antiboycott legislation would seriously harm the 
economic well-being of our country. This argument has been in large part advanced! 
by Mobil Oil Corporation which has hysterically predicted that with the pass 
age of this legislaton "America might be reduced to a second rate economic power ; 
(and) our citizens, to a second-rate standard of living."

The fact of the matter is that Mobil's fears have no basis in reality. An exam 
ination of the history of the Arab boycott reveals that the Arabs have attempted' 
to enforce the boycott mostly by bluff and bluster. They have yelled, threatened, 
and occasionally taken out their frustrations out on a little firm, but they have- 
always retreated when confronted with a refusal by a major company which 
provided them with needed goods or services. That is why such companies as 
McDonnell Douglas, United Aircraft, Texaco, Hilton, and IBM do business in 
both Israel and the Arab countries. And that why Chase Manhattan can have bil 
lions of dollars in Arab deposits while serving as Israel's fiscal agent in the' 
United States.

The truth is that the rich Arab countries are more interested in preserving or 
enhancing their wealth than they are in engaging in unproductive economic 
retaliation against those who do trade with Israel. The best evidence for this isr 
their tremendous trade with, and investment in, the United States despite the 
fact that we are Israel's chief arms supplier and its primary protector in world! 
politics.

If the Arabs were more concerned aboiit their vendetta against Israel than in 
taking advantage of the economic opportunities available to them, they would' 
be investing more heavily in France, which has consistently conducted a pro- 
Arab foreign policy, than in the United States or West Germany, which have been 
more evenhanded in their attitude towards the Middle East. The latest figures 
reveal, however, that France is in the last favored position when it comes to- 
Arab trade, with an increase in 1975 of only 50.7 percent amounting to just $1.2 
billion. During the same year, Arab trade with West Germany increased by 96 
percent to $5.14 billion, while such trade with the United States increased by 
82 percent to $7.14 billion.

This is not to say that these figures prove that the Arabs are not interested in 
enforcing their boycott. It is clear from the number of boycott requests made to 
American companies that they still intend to pressure smaller and weaker 
American firms into complying with their discriminatory demands. In order to 
protect these companies, the legislation contained in H.B. 1591 contains pro 
visions which would make it illegal for any American to provide the Arabs with 
the information they need to enforce the boycott. Thus, if this legislation becomes 
law, every American firm can refuse to provide the Arabs with the religious pref 
erence of their employees or directors, or the religion of the employees or direc 
tors of firms with which they do business, on the grounds that by furnishing such 
information they would be subject to criminal prosecution or serious civil pen 
alties.
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However, even if I were not confident that the overall economic consequences 
of this legislation will be minimal, I would still support its passage. The Arab 
Boycott promotes a particularly perfidious form of discrimination. No sensitive- 
observer can deny that it discriminates, and forces others to discriminate, on 
the basis of religion. For us to sit idly by while this takes place, runs counter 
to the principles and ideals upon which our nation was founded, and violates 
our national commitment to end all forms of discrimination based upon race, 
religion, creed, sex or national origin.

A second argument which is raised by critics of anti-boycott legislation is that 
the passage of such legislation will diminish the chances for peace in the Middle 
East by offending the Saudi Arabians and driving a wedge between them and us. 
This argument is based on a belief that the Saudis are a moderating influence 
in the Arab world whose diplomatic support for a resolution of the conflict 
between Israel and the Arabs is a precondition for peace. While I agree that the 
role of the Saudis, who have been the financiers of the confrontation states, is 
critical, I do not believe that their desire for a settlement is based on their ad 
miration or friendship for the United States.

To believe that Saudi Arabia's position in the conflict is primarily based on 
their -relationship with the United States is to underestimate the sophistication-- 
of their leadership. The fact is that with over $30 billion a year in oil revenues, a 
$140 billion 5-year development program and 170 billion barrels of proven oil 
reserves Saudi Arabia has a significant stake in stability—and there is nothing 
more destabilizing than war. The Saudis are well aware that new war with 
Israel might directly involve them.

And should the Saudis be sucked in the vortex of the conflict—either through 
direct military participation, a renewal of the oil embargo against the west, or 
both—it means not only risking the loss of their kingdom but also entails en 
dangering the safety of their oil fields as well. In short, the Saudis have such a 
critical stake in helping prevent another war they have every intention—the addi 
tion of this legislation notwithstanding—to actively assist in the pursuit of" 
peace.

Finally, I would like to add that the United States cannot conduct a foreign 
policy solely premised on not offending the Arabs. If we did so we would ulti 
mately have no alternative 'but to abandon our one reliable democratic ally in 
the Middle East, since any aid we give Israel alienates the Arabs. Our role as 
the world's leading democracy and our national interest requires that we have 
a foreign policy 'based on more than temporary economic advantage. Unlike the 
companies that have chosen to participate in the Arab boycott, the United States 
cannot afford to put profits over principle and money over morality.

Chairman ZABLOCKI. Gentlemen, on behalf of myself and the com 
mittee, I want to thank you for your statements. We operate under- 
the 5-minute rule and we would hope that your responses to the ques 
tions will be brief so all members will have an opportunity to present 
their questions.

First of all, let me ask a question of you, Mr. Carlson. You state 
in your prepared statement on page 9 that there is some question 
'whether the title III should be considered in the context of the Export 
Administration Act. As chairman of the subcommittee with jurisdic 
tion over this area, I have worked for more than iy2 years on this' 
particular legislation. We feel, in view of the fact that the extension 
of the Export Administration Act was approved in the last session 
by both Houses of Congress and that an informal conference committee 
approved this bill, that it is preferable to keep the three sections intact.

However, I have a question about your suggestion that in section 302 
the legislation mandate the President to seek an international agree 
ment. As I recall, our legislation would suggest to the President. I 
wonder if the Congress, in the separation of powers, should mandate- 
the President?

Mr. CAKLSON*. Mr. Chairman. I appreciate the correction. Yes, a 
strong suggestion would be helpful, and the Congress should not pass
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-other kinds of legislation until the President has really had a good 
chance at it, especially since it is a new administration. 

I would suggest that section 301, which would get into the nuclear
•-export problem itself should be down-played for the near term to 
allow the President to move into that direction.

Chairman ZABLOCKI. Mr. Carlson, as you are aware, there is an omni 
bus bill in this area that has been introduced by the gentleman from 
New York, Mr. Bingham, and I am a cosponsor of that omnibus bill. 
Would the Chamber be more likely to support a proposal such as the 
'omnibus bill?

Mr. CARLSON. Mr. Chairman, we would be very pleased to review 
that bill and provide a response that would reflect some thought on it.

Chairman ZABLOCKI. The chairman would not be then interpreting 
your suggestion of taking out of the present title III as an 
indication that there would be greater support for an omnibus bill by 
the Chamber ?

Mr. CARLSON. I appreciate the chairman's point of view on that, and 
we certainly would be pleased to comment on the omnibus bill when 
we have had a chance to fully study it.

VISAS
Chairman ZABLOCKI. Mr. McNeill, regarding your appeal to allow 

individuals to comply with immigration or passport requirements, it 
is my understanding of the bill that section 4A. subparagraph (a), 
subparagraph (d) would prohibit the furnishing of information with 
respect to race, religion, sex or national origin of any other United 
States person. The word "other" is important, as it would seem to 
allow an individual to provide the information required to complete 
a visa form.

Would you care to comment ?
Mr. McNEiLL. Our recommendation was—we are talking about sub- 

paragraph (E). Since furnishing information about whether any per 
son has had proposals to have any business relationship, et cetera, we 
would like to see "other U.S." inserted before "person" so one could 
provide information about one's activities but not about anyone 
else's.

Right now as it is drafted, the bill would prevent an American com 
pany from responding to a question as to whether or not it has any 
Business relationships in Israel. The very fact that the rilling out of 
that form would be prohibited by your bill would in and of itself 
result in the firm not filling the form out being blacklisted——

Chairman ZABLOCKI. I believe you are referring to subparagraph 
(E).

Mr. MCNEILL Yes, I am.
Chairman ZABLOCKI. My reference is to (D). In view of the fact you 

did raise the question, is it not important to include the word "other" 
in subparagraph (D) as it would allow an individual to provide any 
information required to complete a visa form ?

Mr. MCNEILL. We agree, sir, with paragraph (D) as it is written in 
H.R. 1561. We support that, as well as paragraph (D) in the com- 
promise.bill that Congressman Bingham inserted in the Congressional 
Record on October 1,1976.
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GRANDFATHERING

Chairman ZABLOCKI. Gentlemen, yesterday the committee discussed 
the need for some form of grandfathering of existing contracts from 
the proposed antiboycott law—either grandfathering for a limited 
period of time or possibly for contracts written with the boycotting- 
countries. Would you please elaborate for the committee exactly what 
problems you envisage may arise without a grandfathering provision 
and specify what would be sufficient in this area, Mr. Morgan ?

Mr. MORGAN. Maybe I can answer that. People I do business with,, 
contractors—are one of the groups that could be damaged by the 
absence of such a clause. I know of specific examples of American firms, 
that have contracts in Saudi Arabia that have varying lengths of time, 
to completion date.

In my judgment, there is no possibility whatsoever of renegotiating 
these contracts with the people with whom they have them. In many 
cases, these customers of mine are in joint ventures with Saudi Arabian, 
or other countries' contractors, so it is not just a contract of their own 
where they can try to get the thing renegotiated.

Even in that case, however, I am dead certain the Saudi Arabians 
are not going to do it. Earlier today you entered in the record a letter 
from Santa Fe International. I have a copy of that letter; in it they 
spell out several of these problems. They are good customers of yours,, 
too, Mr. Kelley. It does about $450 million worth of business a year. 
About $400 million of that is outside the United States and about 
$200 million is in the Middle East itself.

They have 25 different contracts in Saudi Arabia and other Middle- 
Eastern countries. There are varying lengths of time to completion. 
The worst one they looked at they would need at least 2 years to com 
plete. Other contractors have advised me they have contracts that will 
not be finished for 3 years. I am sure that 1 did not hit all of them. 
I did the best I could to try to get a feel of how damaging the lack of a 
grandfather clause might be.

All the contracts that they have were legal at the time they signed 
them. I strongly urge the committee consider just letting contracts al 
ready signed run out because I think it is only fair. I do not think: 
this legislation is intended to harm anyone to that degree.

Chairman ZABLOCKI. You do not see that total grandfathering 
would in effect cause the present desire of the antiboycott legislation 
to be ineffective because you did mention they would be recontracting.

Mr. MORGAN. When they recontract, they would be subject to this. 
law. Every contract in the construction industry is an individual doc 
ument. Even an extension of it would probably be recontracted.

Chairman ZABLOCKI. My time is running out.

REPORTING REQUIREMENTS

I would like to ask one further question. The committee has been- 
apprised of complaints regarding the reporting requirements of the- 
existing antiboycott policy and the proposed law. All of you have 
mentioned this problem to some extent in your statements.

Do you feel the existing reportinsr requirements are burdensome,, 
and how? What would be a reasonable requirement? We have seen a.
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one-page form. It does not seem to be overly burdensome. Would you 
care to say why you feel the existing reporting requirements are 

"burdensome ?
Mr. KELLET. Mr. Chairman, I did not comment on reporting re 

quirements in my remarks or in my statement. Caterpillar has abso 
lutely no objection to reporting the facts of transactions. We do believe 
that proprietary information should be held confidential and re- 

. spected, and it is our opinion that the proposed legislation would an 
ticipate the need to protect proprietary information.

Chairman ZABLOCKI. Do any of the other witnesses desire to address
• this matter, since some of you have mentioned it in your statements ? 

Mr. Morgan. 
Mr. MORGAN. Are you talking about the reporting requirements un-

-der the present law ?
Chairman ZABLOCKI. Yes, sir.
Mr. MORGAN. It is just another cost of doing business. I do not get 

into it in my company that much. But we do a lot of reporting. Some 
times we do not know what to report and what not to report. It is an 
irritant, I would say. ' 

. Chairman ZABLOCKI. But it is not burdensome.
Mr. MORGAN. It does not restrict us from operating, no.
Mr. McNEiLL. Mr. Chairman, if I can add, on a given export trans 

action, several forms have to be filled out at several different levels 
on the same shipment by a number of people. For example, the manu 
facturer might have to fill out a form on the shipment, the freight 
forwarder fills out a form on the same shipment, the shipper fills out 
a form on the same shipment, and the bank fills out a form on the same 

.- shipment.
Mr. RYAN. Will the gentleman yield ?
Chairman ZABLOCKI. Yes.
Mr. RYAN. Is that the same form ?
Mr. McNEiLL. My understanding is yes. One transaction might re- 

' quire the filing of the same form four or five times.
Mr. RYAN. Several times.
Mr. McNEiLL. Yes. In addition, if the bill is to apply extraterri- 

torially, then you would add another boycott reporting form to be 
filled out by thousands of subsidiaries that American companies have 
abroad at a time when the parent company is required to report to 
the Treasury Department annually on the boycott activities with re-

• spect to those same subsidiaries.
. You would thus be adding another laver of reporting on the same 
subject matter. Companies would like to see reporting requirements 
simplified. ' '

Mr. CARLSON. I might add, there are requirements under the Tax Re 
form Act of last year. If you do add reporting requirements in the Com 
merce Department, mavbe those two forms should be the same so you 
would not have two different forms and two different processes for

-reporting.
Chairman ZABLOCKI. That is a very good point.
Mr. Whalen.
Mr. WHALEN. Thank you, Mr. Chairman.
Gentlemen, there are several issues I would like to concentrate on.
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PREEMPTION OF STATE ANTIBOYCOTT LAWS

First of all, I think you all agreed that in terms of existing State laws 
there should be Federal preemption; is that correct ?

Mr. McNEiLL. Yes, sir. My understanding of their testimony yester 
day is that they also agreed that there should be Federal preemption.

Mr. KELLEY. I would comment, Mr. Whalen, that the language of the 
joint statement of Business Roundtable and ADL on Federal preemp 
tion is not as clear and precise as the language offered by Secretary 
Vance.

Mr. WHALEN. I might just make a parenthetical comment. I know 
the language in this joint statement is very general and when it comes 
to specific issues I am not always clear as to whether there is indeed an 
agreement.

GRANDFATHERING

The second issue was raised by Chairman Zablocki. This is the so- 
called grandfather question in terms of the applicability of any law to 
existing contracts. I would only ask one question here and that is, is 
there an understanding or an agreement on this subject between 
representatives of the ADL and the Business Eoundtable?

Mr. MORGAN. My guess is there is not because it was not brought up. 
I read through the Senate testimony. Since I am about the only one 
working with people that are directly affected here, my guess is— 
and that is all it is—it probably was not addressed. It did not seem 
important.

Mr. McNEiLL. I have a copy of the ADL-Business Roundtable state 
ment here. What they do say in the agreed principles——

Mr. MORGAN. Reasonable lengths.
Mr. McNEiLL [continuing]. Is that the legislation should allow a 

reasonable period of transition for existing contracts.
Mr. WHALEN. No definition of "reasonable;" is that correct?
Mr. McNEiLL. If you attempted to define reasonable as being 90 

days, or as we recommended no sooner than January 1, 1978, that in 
itself is arbitrary, because, as Mr. Morgan has indicated, there are 
some contracts which might last as long as 24 months. I think the 
business community would prefer the reasonable test rather than a 
specific point in time.

EXTRATERRITORIAL REACH OF ANTIBOYCOTT LAW

Mr. WHALEN. I think what yoii are saying, is that this is an issue 
the committee is going to have to wrestle with. The third area, of 
course, has to do with the question of extraterritoriality.

Mr. McNeill, you commented on this on page 9 of your testimony. 
Is there anv specfic language of understanding between, again, the 
ADL and the Business Roundtable on this subject?

Mr. MCNEILL. I do not represent the Business Roundtable, as you 
know. But we do have a copy of their statement. It deals with the 
extraterritorial problem and notes that the provisions of H.R. 1561 
would apply abroad to those subsidiaries controlled "in fact" by the 
American parent. The two organizations have agreed that a 50-per 
cent ownership test should constitute control "in fact." After that
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they express a belief, as I read their language, that U.S. law should 
apply abroad only in those instances where the subsidiaries' activities 
affect the U.S. foreign trade—a concept which is not defined. It is a 
rather broad definition. We would prefer a different formulation—a 
more narrow one. 

Mr. WHALEN. In our statement, you indicated, and I quote here—
We would support, however, provisions to prohibit U.S. firms from using 

foreign subsidiaries in a manner intended to circumvent U.S. law.
My question is, how do we do this? What would you propose as a 

means of testing whether or not a firm, indeed, is circumventing the 
law?

Mr. McNEiLL. I am not sure I could suggest the test. All I can state 
is my firm belief that if the Congress legislates law, Americans abide 
by it. Many domestic laws basically have to be self-policed, particularly 
in areas involving business behavior.

What we have in mind is prohibiting a firm from transferring an 
export order to a foreign subsidiary in order to circumvent U.S. law.

Mr. WHALEN. How does one oversee that? Would that not require 
substantial reporting ?

Mr. MCNEILL. There could be reporting requirements.
Mr. MORGAN. I do not know if you could consider it a test or not. I 

am heavily involved in this. It is my livelihood and my entire business 
career rests on this kind of a thing in this legislation to a large degree. 
We have foreign subsidiaries, as I pointed put in my statement, in 
Papua, New Guinea, Singapore, and Saudia Arabia. All of those 
subsidiaries are necessary to do business in the country itself. It is by 
law, their law. In other words, I could not sell my services in Saudi 
Arabia without a commercial registration number and without a per 
centage of ownership by Saudi Arabians which varies depending on 
the kind of business you are in. So I am not allowed to do business 
within the country without having a foreign subsidiary. Nor am I in 
Papua, New Guinea. So I must obey their laws. The subsidiaries must 
obey their laws as part of their national policy, which is the same we- 
have in this country for foreign subsidiaries working here. If that 
would be a proper test, at least it is a guideline. I certainly did not. 
form the subsidiary to avoid any U.S. law. It is the only way I can 
do business in their country by their law.

Mr. KELLET. Caterpillar has manufacturing and trading subsidiaries 
both in Europe—none headquartered in the Middle East. As I men 
tioned in my statement, the preponderance of sales in the Arab coun 
tries are U.S.-sourced products. We think it would be a circumvention 
of the law for a company to transship U.S.-sourced products through 
a foreign subsidiary as a means of circumventing the law. Therefore,, 
it seems to us the test should be whether there is a significant shift in 
the balance of business activity as between the parent company and 
the foreign subsidiary company. Therefore, we would have no objection, 
to reporting such data as a basis for establishing whether there has 
been a violation or not.

Mr. WHALEN. I would agree that this would be the way to circum 
vent the law. My concern is just how do we go about spelling out in 
legislation how this would be overseen and how it might be detected. 
That is the problem.
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Mr. Chairman, I have one more question. Has my time expired ? 
Chairman ZABLOCKI. It has expired. 
•Mr. Bingham.

EXTRATERRITORIAL REACH OF ANTIBOYCOTT LAW

Mr. BINGHAM. I would like to pursue the question of extraterrito- 
rality. In your statement, Mr. Carlson, on page 8 you are, it seems to 
me, suggesting the situation is frequently going to arise where a sub 
sidiary or affiliate is going to have to make a choice between violating 
the law of the country where its parent company is based or a company 
where it is based in doing business. What type of situation are you 
thinking of ? Would you give us some examples ?

Mr. CARLSON. Let me just make a few comments and then yield to 
those people who are very familiar with their own business practices 
who might be helpful. I do think you will find policies within the 
^European communities that will have some impact here. And you 
will also have laws in other Arab countries that will have impact here. 
Also on principle, superimposing U.S. law on foreign chartered cor 
porations is a form of American imperialism that normally, under most 
conditions, we would generally frown upon. Let me shift to somebody 
who has had actual experience in this area.

Mr. MCNEILL. Let me give you two specific illustrations of how this
•can arise, in response to your question.

If the law passes in its present form, among other things, it would 
prohibit the filling out of negative certificate as to the origin of the 
goods being supplied. Because H.K.. 1561 will be extraterritorial 
in its application, it, therefore, will apply to subsidiaries overseas.

Mr. BINGHAM. I am talking about the subsidiary situation, not 
the negative certificate situation.

Mr. McNETLL. I thought your question was, could Ave give you a
•concrete illustration of how this law would put a U.S. subsidiary 
'in a difficult situation ?

Mr. BINGHAM. Subsidiary, yes.
Mr. McNEiLL. I am answering that question.
Mr. BINOTTAM. Go ahead.

. Mr. McNEiLL. I say, if you prohibit the negative certification and, 
if the French subsidiary of an American corporation is required to 
fill out a negative certificate as to the origin of the materials being

•offered by the French corporation to the Saudi Arabian customer, as 
your proposed law—H.R. 1561—would, then that subsidiary is in
•the position of being between the French and the U.S. Governments. 
If it fills out the negative certification then the French subsidiary is in 
violation of U.S. law.

Because it is a national policy of the Government of France to 
encourage exports from its country, particularly to Saudi Arabia, 
then that company is in a very difficult position. That is an illus 
tration.

Mr. BINGHAM. You have given us an example. I think it is a very 
interesting example. Because what you are saying is, that type of 
activity might conflict with the general policy of a country to en-
•courage exports. Surely we have such a general policy also, but it 
would not in any way violate the law of France for a country to refuse
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to fill out a certificate of origin, or for a subsidiary to refuse to co 
operate with the boycott. It would not violate the French law. I can 
understand the situation arising in another Arab country which 
itself has laws that attempt to enforce the boycott, but I simply do 
not understand how it could arise in a West European country, most 
of which are moving in the direction of antiboycott policies in any 
event, but certainly do not have laws that require companies to co 
operate with the boycott.

Mr. MoNEiLL. If the effect is to frustrate the policy of that 
Government through extending U.S. law to a French corporation, 
that can put a subsidiary in a very difficult position. That to me is 
an illustration of how this could affect a subsidiary in a Western 
European country.

The extension of the U.S. Trading With the Enemy Act provisions 
to a French subsidiary of a U.S. firm have been challenged in the 
French courts. The French courts, as a matter of law, have required 
American subsidiaries in France to take a course of action in violation, 
of the U.S. Trading With the Enemy Act.

Mr. MORGAN. I have an example.
Mr. BINGHAM. Go ahead.

AGREEING TO COMPLY WITH LOCAL LAW

Mr. MORGAN. Actually more of a question. The people with whom. 
I do business, the contractors in Saudi Arabia, have actual problems,, 
depending on which form of contract they seek, either negotiated or 
hard dollar. Many of the ministries in Saudi Arabia have—in their 
boilerplate—which is a printed form like our Corps of Engineers, 
might have you fill out in order to bid to them—a request for a state 
ment that the bidder must comply with Saudi Arabian law.

My question is, under this proposed law, Is the foreign subsidiary 
of an American company allowed to sign a bid document saying he- 
is going to comply with Saudi Arabian laws? If he is not going to,, 
he is not going to get the chance to bid.

Mr. BINGHAM. That gets into the area of the primary boycott, 
which we have tried to specify in this bill. We are not trying to con 
trol ; we cannot control the primary boycott.

Mr. MORGAN. Are you saying, it is your understanding he would 
be able to sign that agreement ?

Mr. BINGHAM. I would like to consider that particular case more,, 
but essentialliy, several of the provisions that were agreed to in the 
informal conference we had with the Senate were intended to make- 
clear we are not attempting to interfere with the primary boycott.

U.S. SECONDARY BOYCOTTS

In that regard, I would like to ask you, Mr. Morgan, you mentioned! 
in your statement that the United States uses secondary boycotts. Can. 
you give us an example ?

Mr. MORGAN. Yes. I introduced it in the record. It is the U.S. De 
partment of Commerce Maritime Administration, Report No. 128. It 
is the list foreign flag ships that we boycott. We do not allow them to>
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come to the United States and pick up U.S.-financed goods, and they 
are from many, many different countries; including one from Saudi 
Arabia, I might add.

EXTRATERRITORIAL REACH OF U.S. LAW

Mr. KELLEY. Mr. Bingham, may I respond to your question ?
Mr. BINGHAM. Yes.
Mr. IVELLEY. Mr. McNeill's example of the potential conflict between 

French law and U.S. law regarding boycott matters is a practical sit 
uation. Caterpillar has a manufacturing subsidiary in France as we do 
in other Western European countries. The potential is there for a 
conflict between the boycott provisions of European law and the boy 
cott provisions of U.S. law.

CERTIFICATES OF ORIGIN

I would like to comment further on your statement a moment ago 
that the authors of the bill have attempted, to avoid any interference 
with primary boycott. The ban on negative certificates with respect to 
countries of origin is clearly an interference with the primary boy 
cott rights of other countries.

Mr. BINGHAM. That I think is a matter of interpretation, and I take 
your point. I hear what you say.

Has my time expired ?
Chairman ZABLOCKI. Yes, your time has expired.
Mr. Yatron.
Mr. Goodling.

TT.S. ANTIBOTCOTT POLICY

Mr. GOODLING. First of all, I would like to say I am basically an 
idealist, but my idealism is tempered with realism. I learned a long 
time ago the American people lose their idealism when their jobs are 
in jeopardy or their stomachs get empty, or they are tremendously in 
convenienced. I am either amused or confused down here because 
sometimes I get the impression that boycotts are un-American, and 
then other times I get the impression boycotts are all-American. I am 
just not quite sure where we stand on that issue. But then I have been 
told we should not try to be consistent in the Congress of the United 
States.

I have a lot of concerns, of course, about the tremendous trade 
deficit we have. We have the greatest one we ever had, I think, in the 
last report. In my district, a shoe company is going out of business. 
Some say it is because of what the Government does; others say it is 

because the Government is not doing anything. Allis-Chalmers in no 
way can bid on the international market, in the turbine market be 
cause, of course, in Japan, the Government subsidizes those bids; 
therefore, they come in half price or a third less. All these are in mv 
district. And, Caterpillar is very important in my district also. So I 
get very concerned about what we might do from an idealistic stand 
point without, perhaps, enough thought. . . .

At the same time, we have a Government trying to create jobs.
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RECOMMENDED CHANGES TO H.R. 1561

Mr. Kelley, I would ask you to very quickly tell me, if your name was 
Chairman Zablocki, what would you do in order to make H.R. 1561 
more palatable?

Mr. KELLEY. If my name were Chairman Zablocki, I would attempt 
,to amend H.R. 1561 in four ways, principally.

First, I would remove the proposed ban on negative certificates 
with respect to countries of origin.

Second, I would deal explicitly with the right of a U.S. company 
not to be criminally liable for not buying goods for import into an Arab 
country where the laws of that country forbid such importation of 
goods.

Third, I would adopt the policy that the United States should not 
attempt to interfere with the activities of subsidiaries, affiliates of 
U.S. firms except as—pursuant to Secretary Vance's testimony— 
except where there is an attempt made by the U.S. firm to circumvent 
U.S. law. And that relates to the recent colloquy with Mr. Whalen.

Fourth and finally, I would deal explicitly with Federal preemption 
•of State laws on all matters pertaining to foreign boycott.

Mr. GOODLING. Any additions from any one else ?
Mr. MORGAN. I agree with those and certainly with the grandfather 

clause. I think the law should state clearly—and I do not think there 
is any difference of opinion—that boycotts of anybody's are to be dis 
cussed. They bother me. I think it might be beating a drum you have 
heard a lot of times, but the best wav to get rid of the boycott is to 
work for a peace treaty in the Middle East which is desired by all 
parties.

Then we would not have to discuss 'this legislation any more. That 
is the aim evervone is after. I think, Avith our good offices, it will and 
can be accomplished. I think in general if we make it strong in the bill 
that nobody is going to mess around with our sovereignty, as long as 
we do not mess around with another country's sovereignty, we can 
satisfy the natiopal pride needs of both parties.

I know for a fact the Saudi Arabians have no problem with a bill 
that savs we .are not going to allow Americans to discriminate against 
each other in this country. I do not think there is any argument about 
that.

CLARIFICATION OF INTENT OF H.R. 1561

Mr. CARLSON. I would like to add another point to make it clear 
that an agreement is necessary instead of just, a pattern of business. 
A pattern of business should be a necessary condition but should not be 
a sufficient condition. Having tihe intent identified, and some sort of 
definition of agreement, is mighty important as opposed to the vague 
ness of the language we have now.

Mr. {TOODLTNG. No other questions.
Mr. MORGAN. We have a lot of iproblems, I might add. in the lan 

guage. Although I am getting to know lawyers very well—I am not 
one myself—the various wordings in agreement of the Roundtable, 
H.R. 1561 and the Senate bills, seem to be tangled up with a lot of 
vague words such as whether the subsidiary can sign a statement to 
Saudi Arabia saying they will comply Tvith the law or only that they



187

will observe, the law, or only saying that Saudi law applies. lit is get 
ting a little silly. When.this "bill" is all. over, I am going to be asked 
the same question/what did they do? How do I conduct myself-? 1

I think it is important that your intent 'be clearly spelled out when 
the bill is passed. If there is any way I tan help on that in the future 
I will 'be delighted to, including introducing you to people other than ; 
myself who have specific problems that have to be addressed so they 
know what to do. •'•' '.-.:. ••;:•'

Chairman ZABLOCKI. We will send you a copy of the report.
Mr. Ryan.

NATURE OF THE BOYCOTT

Mr. RYAN. Mr. Chairman, I want to just say for the record and 
to the 'businessmen who are here that this is obviously a good deal 
more complicated a problem than I-first conceived. I .will not speak 
for any members of this committee. I am surprised, for instance, the 
fact there is a secondary boycott, but there is. a record of it in the 
Department of Commerce that the State Department does not know 
about. This area is still so new that we are crashing- into each other 
and causing as much confusion as anything else and I think jeopar 
dizing some extremely-important balance of trade matters and Amer 
ican jobs in the offing that are of concern to us.

CERTIFICATES OF ORIGIN : . ' .

• There is one particular comment that struck me. I wonder if Mr. 
Kelley could go back over that reference he made to our present policy 
on Rhodesian chrome and 'how :that is somewhat at odds ~with our 
present policy regarding an Arab boycott.

Mr. KELLEY. Yes, sir. The Senate and House bills, which would place 
a U.S. boycott on Rh'odesian chrome have • both been reported out 
favorably by their committees.

Mr. RYAN. Right.
Mr. KELLEY. We understand the Carter .administration has affirmed 

the spirit and the letter of those bills. Both of those bills permit cer 
tifications as to country of origin,' whether positively or negatively 
stated. ' . . " .

To the extent T7iS.. law affirms the right to certify .whether positively 
or negatively as applied to Rhpdesian .chrome would appear to be in 
conflict with the ban placed on negative certification as applied to this particular'bill. ; • , '- ' ' , ' '^V '•'.'', ; .'

'Mr. McNEiLL. This is restating" wha£.\yas!said. What is happening 
is that wihile the' Congressls' considering'prohibiting American citi 
zens from filling out negative certificates, as to-origin'in this bill,' in 
another bill it is requiring them to fill''out negative certificates as'to 
the importation of Rhodesian chrome; ' . . .',',

! Mri KELLEY. The'certificates, Mr. Ryan, ;as applied to countries of 
origin are related exclusively'to the primary boycott. They do not have 
anything to do with secondary, or tertiary .boycotts. There is nothing 
complicated about;that matter. ' •"

- The simple issue is that a certification whether negatively stated or 
positively stated is of the same, substance. 

' Mr. RYAN; That is the opposite side of the same question. .
87-231—77———13
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IMPACT OF MIDDLE EAST PEACE ON THE BOYCOTT

One other question I have has to do with your comments about 
a peace treaty, Mr. Morgan. Is it your assumption if a peace treaty 
were signed between the Arabs and Israelis there would no longer be 
any need for this law?

Mr. MORGAN. Absolutely. The planes, would be flying back and forth 
with the salesmen witMn a day.

Mr. RYAN. On what basis do you make that assumption?
Mr. MORGAN. I don't know if any of you gentlemen saw the "60 

Minutes" program of the Saudi Arabian who does business all over the 
world. He was not speaking at that time for the Government, but 
he is knowledgeable. He does not come here much any more. He made 
the statement that is widely held by people that I know in Saudi 
Arabia that they would be delighted to do business with Israel and 
buy from Israel.

Mr. RYAN. If there were a peace treaty.
Mr. MORGAN. Only if there was a peace treaty.
Mr. RYAN. What about the' Saudis themselves, have they expressed 

the same ?
Mr. MORGAN. I am talking about Saudi Arabian businessmen and 

Government officials that I held conversations with at dinner or in 
meetings. They cannot make that point any stronger. They would 
absolutely be delighted to do business with anybody providing there 
were a proper peace treaty and it would be proper to them or they 
wouldn't sign it. I do not think there is any doubt about that.

Mr. RYAN. That is very significant for me, anyway.
That is all I have, Mr. Chairman.
Chairman ZABLOCKI. Mr. Solarz.
Mr. SOLARZ. Thank you, Mr. Chairman. I do have several questions.

VISAS
First, I would like to clarify a number of points and questions that 

were raised by the witnesses during today's hearing. I think it is. very , 
clear this legislation recognizes the right of the Arabs to establish a 
primary boycott against Israel. What it attempts to do, gentlemen, 
is to insulate American firms from the pressures of the secondary and 
tertiary boycotts. Insofar as the immigration problem is concerned 
which some of you mentioned concerning what would happen if the 
Saudis refused to issue a visa, to someone who might be Jewish, even 
though they have been hired by an American firm pursuant to this 
legislation. I would say as I read this legislation, you would be obli 
gated to say to the Saudis, if you are not prepared to take our people, 
we are not legally permitted to do business with you.

I think we have an interest in business with the Arab world. I 
think we also have an interest in protecting the American people from 
the efforts on the part of other countries to discriminate against some 
one on the basis of race, religion, sex, or national origin.

There will be, I think, a minor amendment to this legislation per 
mitting an exemption with respect to the requirements of a boy 
cotting country with respect to personal services from an individual 
who is a citizen of the boycotted country.
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So if you wanted to hire an Israeli consultant to work on a project 
in one of the Arab countries and the Arab country said we will not 
permit an Israeli to come in, you will be exempted, if the amendment 
is adopted, from refusing to comply with that provision.

With respect to the right of an American to participate in your 
business, I think you would be prohibited from discriminating.

REFUSAL TO DEAL WITH A U.S. COMPANY

Now, you raise the question, what happens if you go out and buy 
tires from an American company and it turns out that they are on 
the boycott list. The Arabs will not let the tires into the country as 
part of the overall shipment. What do you do ? I would say, you have 
to say to the Arabs under those circumstances, if they will not take 
the goods which are contained in your shipment coming from Ameri 
can firms with a certificate of origin indicating they have not come 
from Israel you are not in the position, unfortunately, to do business 
with them.

If we permit you to send a truck or tractor over to Saudi Arabia, 
for example, and then if the Saudis said, even though the tires of this 
tractor come from an American corporation, we are not going to accept 
them because that corporation has business dealings in Israel and they 
are on our boycott list, as you then are permitted to say to the tire 
company, well, I am sorry, fellows, the Saudis won't take your tires; 
we are going to have to return them and get new bids.

Under those circumstances, the prohibitions against participating 
in .the secondary boycott in this legislation would be meaningless 
because what would simply happen is at the point at which the Arabs 
refuse to accept components even if it came from an American firm, 
and any American corporation would then be entitled to reject that 
component and solicit bids from other firms.

Mr. KELLET. Mr. Solarz, may I ask a question of you?
Mr. SOLARZ. Yes.
Mr. KELLET. On that last point, do you interpret the proposed H.E. 

1561 to render a U.S. company criminally liable for not buying com 
ponentry of another U.S. firm where the products of that firm are for 
bidden under Arab law?

Mr. SOLARZ. Yes. Under the terms of this legislation if it was pursu 
ant to a boycott request or if it was——

SECONDARY BOYCOTT

Mr. KELLEY. Does it follow from that then that secondary boycotts, 
in your judgment, are per se wrong?

Mr. SOLARZ. Let me respond to that by saying I think it is unfor 
tunate that our country has engaged itself in secondary boycotts. I 
intend to offer legislation to remove the authority which now exists to 
engage in secondary boycotts. I think where it has occurred, it is unfor 
tunate. I think there is a necessity to be consistent here.

Mr. KELLEY. You are prepared to say your position is in conflict 
with Dresent U.S. governmental policy with respect to secondary boy 
cotts?
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Mr. SOLARZ. With respect to a number of isolated incidents. But, 
gentlemen, you are the witnesses today. I am serving on the committee. 
I would much rather get your view than use up the time having you 
elicit mine. - - , •

FOREIGN PRESSURE OX U.S. BUSINESS DECISIONS

Are you familiar with the concept of oxymoronic statements? An 
oxymoronic statement is a statement that is internally contradictory. 

On page 7, you say—
Caterpillar believes you honor the specifications of foreign customers for 

import into their countries just as it honors the specifications of domestic 
customers.

Then you go on to say—
No foreign government has tried to tell Caterpillar how to conduct its rela 

tionships with other U.S. firms and if such an attempt be made, it would be 
rejected.

I would submit this is a classic oxymoronic statement. You say that • 
if an Arab company says to your firm that it will not accept compo 
nent parts manufactured by another American firm because they hap 
pen to have dealings with Israel, that you would feel obligated to 
honor that specification. Yet you go on to say if any Arab country tells 
you what to do with respect to other American firms, you would reject 
the request.

Can you square the circle for me you are making?
Mr. KELLEY. I would be happy to square the circle for you. An 

important distinction needs to be made between the conditions placed 
upon the sale of a product to be imported into an Arab country as 
opposed to transactions that are completely unrelated to import into 
Arab countries.

Mr. SOLARZ. Is the relationship between Caterpillar and another 
American firm in which you purchase from that firm components for 
your tractor which you then export constitute a relationship with that 
firm?1

Mr. KELLEY. Yes.
Mr. SOLARZ. If it does constitute a relationship with that firm, can 

we take it then, as you said here, that if an attempt were made to inter 
fere-'with your conduct, your relationship with that firm, you would 
reject it? • . '• ' •

Mr. KELLET. Let me respond by giving an example. Some time ago 
Caterpillar shipped a product which contained a Motorola alternator 
to Libya.. When the machine arrived, the Libyan officials placed, a 
police cordon around the warehouse in which that machine was te!fn- 
pprarily located because Motorola alternators were apparently black 
listed. • .

Upon discovering the problem, the Caterpillar dealer offered to sub 
stitute, an alternator of : another make, and in any subsequent ship 
ments of machines to Libya Motorola alternators were not.included. 
However, Motorola is the regular supplier of alternators in products 
made by Caterpillar Tractor Co. And our relationship with Motorola 
as a U.S. firm supplier has not been upset or altered, except for those 
particular transactions, and they were based upon the specifications 1 
exacted by the Arabian government.
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Chairman ZABLOCKI. The time of the gentleman has expired, Mr, 
Buchanan.

Mr. BUCHANAN. Thank you, Mr. Chairman.
I hate to interrupt this particular conversation. I find it of great in 

terest. I yield to the gentleman from New York.
Mr. GILMAN. I thank the gentleman for yielding.

BLACKLISTING OF U.S. COMPANIES

Can you tell us why those Motorola alternators were blacklisted"! 
Is it because they were manufactured in Israel?

Mr. KELLEY. I do not know what the basis for blacklisting was.
Mr. GILMAN. To your knowledge, were they manufactured in Israel'?
Mr. KELLET. I do not know—no; they were not manufactured.in 

Israel. They were manufactured in the United States, but for what 
ever the reason was, the products of Motorola were blacklisted by. the 
Libyian Government.

Mr. GILMAN. I thank the gentleman for yielding.

CERTIFICATES OF ORIGIN

Mr. BUCHANAN. It seems to me a good deal is going to depend om 
whether or not Arab countries want to do business with us and whether 
they do not. For example, on the negative certifications, what Arab 
country other than Iraq has not indicated they would accept the posi 
tive ? Isn't that the only one remaining ?

Mr. KELLEY. Currently that is the only country. That is our Hinder- 
standing, but the point of concern to us is the shift from negative to 
positive certifications on the part of the other countries has -come 
about through the efforts of U.S. governmental diplomacy and per 
suasion of U.S. business firms and we do not like to contemplate the 
prospect of backlash and the reinstatement of negative certification re 
quirements should they be in conflict with U.S. law.

GRANDFATHERING

Mr. BUCHANAN. Mr. Morgan, I think you made an especially clear 
statement and strong point in your section on retroactive-effect when 
you say on page 10 of your statement—

Those who have complied with the law hare the right to place reliance on 
the fact their actions will not later be made punishable violations of law.

I think that is right on target. I cannot believe this committee really 
intends to do that, Mr. Chairman.

Mr. MORGAN. I appreciate that. I do not believe you intend to do that 
either.

Mr. BUCHANAN. I think we must make sure the language of the law 
not betray pur intent in this area. I think as you all understand, if we 
lay something on you, you have to live with it, even if it is adverse to 
your business. Obviously it is a law and you have to live with it.

I get concerned with the number of times around here in Congress 
that we either do not know really what we are laying on you 'when we
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pass specific language or when we get through passing it, you do not 
know what we have laid on you, as you indicated, Mr. Morgan. 

Mr. MORGAN. Some "oxymoronic" things happen along the way.

CERTIFICATES Or ORIGIN

Mr. McNEiLL. If I can respond to questions you asked Mr. Kelley 
-on negative certification. The bill is unclear. Perhaps Mr. Bingham 
will have the right answer. The bill appears to prohibit negative cer 
tifications as to the origin of the goods concerned in a shipment and 
also to prohibit negative certification as to the vessel that the shipment 
is being carried in. It seems further to prohibit negative certifications 
as to the identity of the companies who may be providing products or 
components included in the shipment.

To the best of our knowledge, the bill's prohibitions are general, 
that is, they cover goods, ships, and suppliers. It is our understanding 
that the Saudis' willingness to accept positive certifications is only in 
respect to the origin of Israeli products and not in respect of ships and 
companies, which is the problem of the blacklist.

So if the bill prohibits all negative certifications, then you would 
put American business immediately in a position where it would be 
prohibited from certifying negatively as to the mode of transportation 
and as to the products being offered by companies. I would suggest to 
you that if that is the intent and effect of the bill, then you immediately 
are putting American business in a situation where it would be pro 
hibited from conducting a very broad range of business with Middle 
Eastern countries.

Mr. BUCHANAN. Dr. Carlson, do you have a comment ?
Mr. CARLSON. No, sir.
Mr. BTJCHANAN. I want to thank you for your testimony. I am also 

impressed, Mr. Morgan, with your further statements on retroactive 
effect as to the difficulty of controlling certifications. I want to thank 
all of you for your testimony. I think it may be that Congress will pass 
legislation different from that which you would desire. But I hope we 
can take a very careful look at this language to make sure we are not 
doing what we do not intend to do.

Chairman ZABLOCKI. Gentlemen, the staff is noting all the sugges 
tions.

ANTIBOTCOTT POLICIES Or OTHER COUNTRIES

Mr. CARLSON. May I make a comment? I think the legislation you 
have before this committee is much more stringent than anything we 
have seen in any of the other industrialized countries as far as trading 
is concerned. I think the point was made earlier, there were efforts to 
have similar type laws in other industrialized countries.

To my knowledge, no one is'talking about stringencies on this level 
.from any of the other industrialized countries.

THE DESIRE OF OTHER COUNTRIES TO DEAL WITH U.S. COMPANIES

Mr. MORGAN. If I might make a general statement, Mr. Buchanan, on 
something you said. The other countries, if I read you right, if they 
want to do business with us, they better do it our way.
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Mr. BUCHANAN. No; I didn't say that. I said the end result might 
depend on whether they want to do business with us.

Mr. MORGAN. I think just generally from personal experience, this 
may be a broad guideline fo.r this legislation. I stated it before. I think 
it is a key to this whole issue. As long as it is not interpreted by the 
other government, in this case Saudi Arabia, with which I am familiar, 
that we are attempting to interfere with their sovereignty, we will have 
no problem, although we have a lot of problems now getting business. 
We are losing it by a rather dramatic percentage because of the cost 
of doing business and a lot of other reasons, to foreign competition. 
Mr. Kelley said, the predominance of the equipment in the Middle 
East is United States that is changing.

Mr. KELLEY. What I said, predominance of what we sold in the 
Middle East——

Mr. MORGAN. There are a lot of places they can go. They want to do 
business with them. It is good business from a friendly country to us. 
I think they have been a very moderate country. They attempt to be 
our friends. I think they should be applauded for it.

Chairman ZABLOCKI. The time of the gentleman has expired.

VISAS
Mr. McNEiLL. I want to say, with respect to the visa problem, that 

if the visa exception is not put back into this bill, then many, many 
billions of dollars of prospective construction activity in the Arabian 
countries will have totally to be foregone by American business, simply 
because there is not a recognition of the visa requirement of certain 
countries, such as Saudi Arabia.

We stand to lose literally billions of dollars of business if you do not 
put back in this bill the visa exception that was approved in conference 
last year.

Further, the visa problem is not a problem of the boycott. Saudi 
Arabia has had the same visa policy for well over 200 years, and likely 
will have the visa policy long after the boycott problem disappears. 
It is a long-term problem.

Chairman ZABLOCKI. Mr. Cavanaugh.
Mr. CAVANAUGH. Thank you, Mr. Chairman.

INTENT

Mr. Carlson, are you proposing an amendment to section 4A to read 
"agreements to refrain" rather than "refraining" ?

Mr. CARLSON. Yes, sir.
Mr. CAVANAUGH. That is the specific amendment you would like to 

see then ?
Mr. CARLSON. Yes, sir. Certainly the idea of having intent in agree 

ment is very important as opposed to just looking at pattern of trade 
relationships.

FOREIGN PRESSURE ON U.S. COMPANIES

Mr. CAVANAUGH. I am interested in both Mr. Morgan, and Mr. 
Kelley, you indicate that neither Caterpillar nor Morgan Co. have ever 
been approached in any fashion to engage in secondary boycott or that
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your business practices have been dictated in any fashion in all of your 
dealings with the Arab countries. Is that a correct understanding?

Mr. KELLEY. What 'I said, Mr. Cavanaugh, was, no foreign govern 
ment has tried to tell Caterpillar how to conduct its relationships with 
other U.S. firms.

Mr. CAVANAUGH. Do I take it from that you have never fallen within 
the existing act and have never been required to complete a form? 

' Mr. KELLEY. Yes, we have completed forms on a regular basis, but 
the requirement to complete a form is not to be confused with the 
breaking of the law.

Mr. CAVANAUGH. I understand that. The requirement to complete 
a form is based upon an approach made by a foreign government in 
terms of engaging in a secondary boycott; is that correct ?

Mr. KELLEY. The requirement to fill out a form is related to the re 
quirement of a foreign government with respect to various forms of 
certification having to do with a country of origin of goods, having 
to do with the shipping route, having to do with letters of credit, hav 
ing to do with the insurer.

Mr. CAVANAUGH. You must fill out the form for any activity re 
lating to section 3(5), right, of the act, which relates to any re 
strictive trade practice or boycott fostered or imposed by foreign 
countries friendly to the United States. We are speaking in that 
context.

Mr. KELLEY. Mr. Cavanaugh, are you referring to the Export Ad 
ministration Act, or are you referring to the proposed H.R. 1561 ?
• Mr. CAVANAUGH. I am referring to the existing or expired act under 
which we are currently operating. Caterpillar has submitted forms in 
compliance with section 3(5)?

Mr. KELLEY. Yes, sir, and we fully support the policy of conforming 
with those reporting requirements.

Mr. CAVANAUGH. -Then I do not understand your statement on page 
Y that no foreign government has tried to tell Caterpillar how to 
conduct its relationship with other U.S. firms.

Mr. KELLEY. Perhaps the reason for the misunderstanding is be 
cause respectfully we believe that Congress has failed to make the 
distinction between legitimate transactions involving products which 
are banned as to importation by a foreign country as opposed to il 
legitimate transactions where a U.S. company would fail to deal with 
another U.S. company on matters totally unrelated to importation 
into a foreign country.

Mr. CAVANAUGH. Jfow, for example, your Motorola incident, you 
would consider that a legitimate exertion by a foreign country? You 
apparently did consider that & legitimate exertion and one that 
should not fall within any U.S. law prohibition or restriction.

• Mr. KELLEY. Yes. I would state it a little differently. It is a case of a
•foreign government enforcing its own law, and there is no U.S. policy 
presently that would find us in violation by complying with the, in this 
case, Libyan governmental order.

Mr. CAVANAUGH. In terms of .your statement that no foreign govern 
ment has tried to tell Caterpillar how to conduct its relationship with 
another U.S. firm, see, I cannot comprehend that in terms of your 
Motorola experience. You have distinguished it-by :saying there can be
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legitimate prohibitions imposed by foreign countries 'and illegitimate 
ones. I assume the Motorola incident would fall into the legitimate 
category in your mind ? . . :

Mr. KELLEY. Yes, sir. '•'".'.. • . ;
Mr. CAVANAUGH. Now, I am trying to comprehend what a legiti 

mate category is. As far as Caterpillar is concerned, it is entirely ap 
propriate for Saudi Arabia—was that the country—to prohibit Cater 
pillar from doing business with Motorola in Saudi Arabia?

Mr. KELLEY. The country happened to be Libya, but no matter. Ex 
tending my own example, Caterpillar would have engaged in illegiti 
mate activity were we to acceed to- a request had one been made to 
have nothing more to do with Motorola whether on transactions in 
volving importation into Libya or having -to do with other transac 
tions. And should such a request have been made or such a demand 
placed upon Caterpillar, we would have rejected it flat out.

Mr. CAVANAUGH. No such demand was made.
Mr. KELLEY. No such demand was made.
Mr. CAVANAUGH. The circumstances simply were that any Cater 

pillar equipment imported into Libya containing Motorola compo 
nents would be impounded ?

Mr. KELLEY. Would be prohibited.
Mr. CAVANAUGH. But no demand was made that you not use Motor 

ola parts ?
Mr. KELLEY. No demand was made that we stop using Motorola 

components on transactions unrelated to Libyan imports, and there 
is an important distinction.

Mr. CAVANAUGH. Then was there a demand made to stop using 
Motorola components in transactions with Libyan imports?

Mr. KELLEY. Yes, clearly, that was my example.
Chairman ZABLOOKI. The time of the gentleman has expired.
Mr. Oilman.
Mr. GILMAN. Thank you, Mr. Chairman.

ROLE OF U.S. COMPANIES IN ECONOMIC WELFARE BETWEEN NATIONS

Gentlemen, I have read with a great deal of interest your statements. 
I regret I had to be at another committee meeting earlier this morning. 
However, there is something troubling me about this general proposi 
tion. The Atlantic Journal commented: . . .

There can be little hope for peace in the Middle East if the pattern of caving 
in to pressures for economic warfare against Israel is allowed to continue.

As you know, our Nation has been trying to keep a very sensitive 
balance of interest as we try to pursue negotiations for long-lasting 
peace.

It would seem to me that one of the underlying premises that we are 
examining here is whether the U.S. Government should permit Amer 
ican industry and business to be drawn into economic warfare by 
foreign powers to force a change in our own foreign policy, and I- 
welcome your comments on that problem.

Mr. KELLEY. I would like to comment, Mr. Gilman.
Our attitude is that this company, Caterpillar, should not conduct 

itself in a way that is contrary to U.S. policy. We believe that it is in
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the best interest of our company and the United States for companies 
like ours to engage in commerce with both Arab countries and Israel 
on an equal basis without discrimination.

Mr. GILMAN. Fine, but you are not permitted to do that by the Arab 
countries, and you are being drawn into this game of economic warfare 
and are suggesting that we support that effort.

Mr. KELLEY. I am not suggesting we support or encourage their 
effort at all. We are simply saying that the principle of international 
law recognizes that each country is entitled to exercise its sovereign 
right as to trade with other countries and as to the products and people 
who are admitted into that country.

RELATIONSHIP OF U.S. COMPANIES TO U.S. FOREIGN POLICY

Mr. OILMAN. All well and good, it does affect foreign policy. When 
you start utilizing trade as an economic weapon in its warfare we are 
talking about here because it has applied pressure to our Nation to try 
to change its policy-

Mr. KELLEY. Unfortunately we have wrapped up in some words 
which permit one thing but forbid something else which is the same.

Mr. GILMAN. I do not quite understand.
Mr. KELLEY. I have to come back to my earlier point that H.R. 1561 

proposes to place a ban on negative certificates with respect to country 
of origin while permitting positive certificates with respect to country 
of origin. Both of those are addressed at primary boycott and they are 
one and the same thing.

So we are saying in essense, or the bill proposes to say, that a 
company should have its trade with the Arab League inhibited to the 
extent an Arab country imposes the requirements of negative certifi 
cates as to country of origin. There is an inconsistency in the bill.

Mr. GILMAN. I agree with you. We should rid the statutory language 
of those inconsistencies that would give business an unfair interpreta 
tion. But what I am exploring with you is the underlying premise, do 
you agree we should put some proper restraint on American industry 
to prevent its interference in foreign policy but becoming engaged in 
a boycott that can affect our foreign policy? Essentially what the Arab 
nations are doing is drawing you in to assist them in their efforts to 
change our Nation's policy.

Mr. KELLEY. As you ask the first part of your question, I can say 
unqualifiably, yes. As you continue your question, I would have to 
qualify my answer.

Mr. GILMAN. I do not see this any different than the situation, for 
example, in Vietnam where many of us in the Congress take exception 
to doing business with Vietnam until we have a full exhaustive ac 
counting of our missing persons. Some industry and some businessmen 
have been urging Congress, let's open up the doors and do business and 
let's not worry about the other issues. And it is a change in foreign 
policy and I take objection to that kind of pressure being asserted on 
our country's policy.

Mr. KELLEY. As an American citizen; I do, too, but there is quite a 
difference between the situation as it pertains to Vietnam in the past 

' and the situation as it pertains to the Arab countries today.
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Mr. OILMAN. That is what I am exploring. Is it really that much 
of a difference? Are we not seeking here to change a basic policy? Are 
we not engaging with people who we are trying to negotiate with in 
allowing them to place the American business community in a position 
where they are placing exerted pressure on a nation to come around 
80 degrees ?

Mr. KELLET. JKTo, sir; we are not proposing to change any U.S. policy. 
We are proposing to strongly affirm U.S. policy, and we are proposing 
to extend and reinforce the policy for nondiscrimination as it per 
tains to trading both with Arab countries and Israel on exactly the 
same basis.

Mr. OILMAN. Do you think it is nondiscrimination when they pre 
vent people of certain religions from taking part in any employment 
or haying anything to do with Arab business ? Is that discriminatory 
in your mind ?

Mr. MORGAN. They don't do that.
Chairman ZABLOCKI. The time of the gentleman has expired.
Mr. Lagomarsino.
Mr. LAGOMARSINO. Thank you, Mr. Chairman. I have a couple of 

questions.

ABSENCE OF DISCRIMINATION IN BOYCOTT REQUESTS

Mr. McNeill, on page 2 of your statement you referred to the first 
836 Arab boycott request reports released by the Commerce Depart 
ment which were analyzed by ADL. My question is, in your opinion, 
are these 836 typical ? Do you have any way of determining that ?

Mr. McNEiLL. We do, sir. They are very typical. Of the 836, there 
were only three instances where discrimination was involved. Then 
Under Secretary Baker of the Department of Commerce, who ap 
peared before the House in 1975, testified that during the first 10-year 
period during which the antiboycott policy was in effect, from 1965 
to 1975, there were 50,000 filings with the Commerce Department, of 
which 25 were instances involving discrimination.

More recently the Moss subcommittee a year ago was given a 
report from the General Accounting Office which looked at 111,000 
filings with the Department of Commerce, and of the 111.000 filings 
found in 11 instances that there were requests involving discrimination.

Mr. LAGOMARSINO. Eleven ?
Mr. McNEiLL. 11 out of 111.000. So the statistic whether the 836, 

the 10.000, or the 50.000 shows that there is a very consistent pattern 
that the principal information requested is not discriminatory but is a 
certification as to the origin of the goods. That happens in about half 
of the cases.

In approximately another half there are certifications requested as 
to shippers and firms. It is the rare exception for any discriminatory 
information to be requested. In the 11 instances and in the 3 instances 
and in every instance where a renuest for discrimination has been re- 
porfpd to our Government, our Government has tnken action by con 
tacting the appropriate Arab country. And in each instance our offi 
cials have.been informed that it was an unauthorized reonest. So I 
think the statistical pattern certainly would indicate that it is 
not ethnic or religious in nature.
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CERTIFICATES OF ORIGIN

Mr. LAGOMARSINO. There, has been a lot of discussion about negative 
certificates, negative declarations. Obviously this is a point on which 
responsible people can and do differ.

Mr. Kelley, or any of you, for that matter, can you give us specific 
examples of how such a provision would affect your company's ability 
to do business in the Middle East ?

Mr. KELLEY. Yes, sir. Last year we did somewhere on the range of 
.$8 million of business in Iraq and that was virtually all U.S.-made 
product, exported from the United States into Iraq. Iraq presently 
Requires a negative certification as to country of origin of goods. So 
under present Iraqian law, we would be prohibited from any further 
importation of Caterpillar products into that country. That is point 
No. 1.

Mr. LAGOMARSINO. So the effect would be total——
Mr. KELLEY. Wipe it out.
Point No. 2 is that the switchover to positive certification by other 

Arab countries than Iraq has come about through successful persua 
sion by U.S. State Department officials and U.S. business firms in their 
commercial contacts and we should not like to argue with success. 
We have accomplished things without law and so why should law be 
imposed in a manner that would invite retaliation and backlash by 
these Arab countries ?

An effective way for the Arabs to enforce their law or to enforce 
'their boycott against Israel is to have the support of a U.S. law which 
bans negative certification. All they have to do at that point is to reim- 
pose negative certifications and strengthen the force of their boycott 
against Israel.

So unwittingly, I am sure, the authors of H.R. 1561 are walking 
into the hands of the trap of the Arab boycott against Israel, and we 
do not like to see that.

Mr. LAGOMARSINO. That is assuming the Arab countries want to do 
that.

Mr. KELLEY. That is assuming the Arab countries would do that. 
I can say at the very least, the effect on Caterpillar would be to lose 
all 'the Iraq business and the jobs that go with it, which is very im- 
'Portant in terms of our economic help. And ait the very worst, we could 
lose substantially more sales a.nd jobs by reason of other Arab countries 
reinstating the negatdve certification.

Chairman ZABLOCKI. The time of 'the gentleman has expired.
Mr. Solarz.
Mr. SOLARZ. Thank you, Mr. Chairman.
Mr. Kelley, I want to pursue this last point because I remain some 

what puzzled on your pronouncements on the subject. I would like to 
Srnow how a prohibition of negative certification of origin in this 
Nation will strengthen the Arab boycott against Israel ?

Mr. KELLEY. Because it would make it easier, Mr. Solarz, for the 
Ara-b boycott 'against Israel to have a stron.? economic force.

Mr. SOLARZ. How would it do that, Mr. Kelley ?
Mr. KELLEY. It would do that by permitting the Arab countries to 

reinstate negative certifications under their law.
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Mr. KELLEY. Not permit them to, 'but to encourage them to do so.
Mr. SOLARZ. The Arabs with the exception of Iraq, as I understand 

it, have decided to switch from a requirement for negative certificates 
of origin to simply permitting positive certificates of origin. I would 
like to know how, if we put the same policy provisions in our law, this 
encourages them to swatch, back to negative certificates of origin? 
Maybe I am missing something.

Mr. KELLEY. We are both operating in 'the field of speculation, but I 
would have to speculate that the termination of negative certification 
requirements by all Arab countries except Iraq has come about because 
of their perception of U.S. policy and their perception of U.S. policy is 
that it has been fairly evenihanded and they are, therefore, more amen 
able to the persuasion of U.S. State Department officials as well as U.S. 
business firms. That is my presumption and it is a presumption 
based on the result.

Mr. SOLARZ. Mr. Kelley, I am still not sure how the adoption of this 
prohibition encourages them to go back to negative certificates o'f 
origin.

Mr. KELLEY. Simply because we have encouraged them to do some 
thing voluntarily. They have been responsive, and in the If ace of their 
responsiveness, you are proposing to make it unlawful for them to 
engage in negative certification.

Mr. SOLARZ. My own feeling, Mr. Kelley, is that they change the 
requirements, not because we are acting in an evenhunded 'fashion^ 
but precisely the Congress was on its way to enacting this legisla 
tion and they may have seen this as a way of somewhat blunting the 
drive for comprehensive boycott legislation.

Leaving aside whether your interpretation is correct or my inter 
pretation is correct, [assuming we prohibit negative certificates of 
origin—^and the Arabs reimpose a requirement for negative certificates 
of origin. Any American firms that comply with it will be in viola 
tion of the law. What will happen as a consequence, they will lose their 
business with the United States. Our firms may lose business with 
the Arabs, I can see that. I do not understand how that strengthens 
the Araib boycott -against Israel.

Mr. KELLEY. To an extent .it hurts commerce involving t(he United 
States as well as commerce involving Israeli interests, it strengthens 
the hand of the Arab nations.

Mr. SOLARZ. Mr. Kelley, I think that is stretching the point rather 
substantially. American firms may lose some business. I do not see——

Mr. KELLEY. Let's not lose the point as to the job effect on Ameri 
can firms.

Mr. SOLARZ. I think it is unfortunate in the course of your 'testi 
mony you make claims of your position which go far beyond wihat the 
•facts would justify. I agree with you, and I think you can substantiate 
this legislation may cost the American corporate community some 
business to the extent we would be unable to agree to certain certifica 
tions that would foe-prohibited by-law as a consequence o'f-which'the 
Arabs might refrain from doing business with us. However, vwe' do 
not know how much.' ;' ''. ••
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There is reason to 'hope the Arabs might put their economic inter 
ests ahead of (their ideal logical enthusiasms. They do 'business with 
Chase Manhattan and Chase Manhattan is the primary 'bank for the 
firms. I gather yours is one of them that does business in Israel and the 
Arab countries. There are firms which 'may not be important to the 
Arabs; pursuant to the boycott they refuse to do 'business with th& 
firm. We do not know how much damage it will do. I agree it will do> 
some. Time will tell.

On your point of the difference or the lack of difference between a 
^negative or positive certificates of origin, I agree it is one side of the
•coin versus another. It is, I think, in the American national interest in
prohibiting negative certificates of origin with respect to Israeli goods..

In the long-range terms, one might say the real threat to Israel is the
• economic viability of the state. I would submit that negative certificates
•of origin have an economic impact on the willingness of American firms 
to do business in Israel. A positive certificate of origin satisfies the 

.Arabs' legitimate concerns with respect to a primary boycott. If a 
piece of merchandise has a certificate of origin which indicates it was 
manufactured here with all the components the Arabs were well aware

•of the fact it did not originate in Israel. I submit that a positive cer 
tificate of origin satisfies their concerns with respect to the primary 
boycott at the same time that it insulates Israel from the economic im 
pact of a negative certificate of origin with respect to the willingness of 
American firms to do business with Israel on another matter.

Mr. McNEiLL. Can I comment on that ?
Mr. SOLARZ. Before you do, let me ask you a question which relates 

t6 page 7 of your testimony. I am not sure what you intend by point 
No. 6 where you say you recommend the word "other" be inserted be 
tween the words "any" and "person" in section 4(A) (a) (1) (e). What 
purpose would that accomplish ?

Mr. McNEiLL. Before I answer that, the prohibition on H.E. 1561 
will produce a very bad economic effect on the American economy. You 
will prevent American firms from doing business in the Middle East 
by outlawing and prohibiting negative certification. I understand what 
you are saying about the economic effect of the negative certification 
as compared to the positive certification. If the companies I represent 
had a choice, they might take the positive as compared to the negative.

The point is, however, that if you are going to put us in the position 
where we cannot respond to the sovereign request of a foreign nation 
in conformity with its own law and practice, then we cannot do business 
there. We would like the law to provide that American businesses can 
fill out a positive form or a negative form. Why deny American busi 
ness the right to fill out what is required by the foreign country ? You 
are not going to change their law by that.

Mr. SOLARZ. If you could respond to the question on your point No. 6.

FURNISHING INFORMATION

Mr. McNEiLL. Sure; the prohibition in the bill itself says that you 
cannot furnish information about whether any person has had or 
proposes to have any business relationship. It then defines what it 
means by a business relationship.
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We are concerned about that. Most of the companies that I repre 
sent are large firms and many of them have business relationships in 
the Middle East. They are there. They aren't the ones that will neces 
sarily be asked to furnish the type of information at issue here. Small 
firms may want to start business in that region of the world. If they 
are prevented from answering a question by a boycotting country as 
to their business presence in Israel, then that firm goes on the blacklist 
simply because it did not respond.

The second problem is that if a firm is on a blacklist and is pro 
hibited from responding to a questionnaire, then they stay on the black 
list.

We would like to see an American citizen in a position where its 
own Congress does not tell it that it is prohibited from providing 
historical information about itself. We would like to see that provi 
sion modified to insert the word "other" so a person could not provide 
information about any other person, but would be able to provide the 
information about himself. That is the reason for our recommendation.

Chairman ZABLOCKI. The time of the gentleman has expired.
Mr. Buchanan.
Mr. BUCHANAN. Thank you.
I will not take too much time.

BOAT

Mr. McN"eill, there has been discussion of both the Eoundtable and 
the Emergency Committee for American Trade. Could you identify 
for the record the composition of the Emergency Committee for 
American Trade ?

Mr. MCNEILL. I will provide a listing. Our members are heads of 
64 companies. Their common characterization is that they are in busi 
ness abroad as well as here. They are very large companies, with over 
seas investments.

The Business Roundtable is comprised also of chief executives, but 
rather than 64 companies, they have another hundred or so—-again, 
at the head-of-company level. The Business Koundtable deals with the 
whole spectrum of policy issues that concern the business community.

ECAT deals with those issues having to do with the foreign trade 
posture of the United States and such things as how overseas earnings 
are taxed. So our focus is international. The Koundtable's is a much 
broader focus. I will provide for the record a listing of our members.

Chairman ZABLOCKI. Without objection, the listing will be made 
part of the record at this point.

[The listing referred to follows:]
MEMBERSHIP OF THE EMERGENCY COMMITTEE FOB AMERICAN TRADE

Mr. David C. Scott, chairman, chief executive officer and president, Allis-Chal- 
mers Corp., P.O. Box 512, Milwaukee, Wis. 53201, 414-475-2000.

Mr. lan MacGregor, chairman and chief executive officer, AMAX Inc., AMAX 
Center, Greenwich, Conn. 06830, 203-561-3000.

Mr. William A. Marquard, president and chief executive officer, American Stand 
ard, Inc., 40 West 40th St., New York, N.Y.. 10018, 212-484-5300.

Mr. Rodney C. Gott, chairman and chief executive officer, AMF Incorporated, 
World Headquarters, 111 Westchester Ave., White Plains, N.T. 10604, 914- 
694-9000.
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Mr. David W. Mitchell, president and chief executive officer, Avon Products, Inc.,
9 West 57th St., New York, N.Y. 10019,212-593-4017. 

Mr. A. W. Clausen,'president, Bank of America, N.T. & S.A.,'P.O. Box 37000, San
• Francisco, Calif. 94137,415-622-3456.
Mr. William' M. Agee, chairman and chief executive officer, the Ben.dix Corp.,

. Executive Offices, the Bendix Center, Southfield, Mich.. 48076, 313-352-5110.
Mr. T. A. Wilson, chairman and .chief executive officer,' the Boeing Co., P.O.

Box 3707, Seattle, Wash. 98124, 206^655-6707. 
Mr. James F. Bere, chairman and chief executive officer, Borg-Warner 'Corp.,

200 South Michigan Ave., Chicago, 111. 60604, 312-663-2111. 
Mr. Richard L. Gelb, -president and chief executive officer, Bristol-Myers Co.,

345 Park Ave., New York, N.Y. 10022, 212-644-2100. 
Mr. Ray W. Macdonald, ^chairman of the board and chief executive 'Officer,

Burroughs Corp., Burroughs PI., Detroit, Mich. 48232, 313-972-7000. 
, Mr. Harold A. Shaub, president'and .chief executive officer, Campbell Soup Co., 
.. Camden, N.J. 08101; 609-964-4000.

Mr. H. Robert Diercks, vice chairman of the board, Cargill, Inc., 1200 Cargill 
: , .'Bldg., Minneapolis', Minn. 55402, 612-330-7360.

' Mr;;Melvin C. Holm., chairman of the board, Carrier Corp., Carrier Parkway, 
; Syracuse, N.Y. 13201, 315-463-8411.
,Mr. Lee L. .Morgan, president and chief operating officer, Caterpillar Tractor Co., 

' ' 100 N.E. Adams St., Peoria, 111. 61629, 309-424-4848. - 
Mr. David Rockefeller, chairman of the board, the Chase Manhattan Bank,

N.A., 1 Chase Manhattan Plaza, New York, N.Y. 10015, 212-552-3255. . 
Mr. Walter B. Wriston, chairman, Citibank, 399 Park Ave., N.Y., N.Y. 10022, 

212-559-1000. .... .:
Mr. W. E. Schinner, chairman of the board,'Clark Equipment Co., Circle-Dr.,

Buchanan, Mich. 49107, 616-697-8000. 
Mr. Robert S. Hatfield, chairman and chief executive officer, the Continental

Group, Inc., 633 Third Ave., New York, N.Y. 10017, 212-551-7000. 
Mr. James -McKee, president and chief executive officer; <. CPC International
• Inc., International Plaza,. Englevvood Cliffs, N.j; 07632,'201-894-4000. 

/Mr. C. R. Dahl, president and chief executive officer, Crown Zellerbach Corp.,
1 Bush St., San Francisco, Calif. 94104. ... 

Mr. J. I. Miller, chairman of the board, Cummins Engine Co., Inc., 301 
' Washington St., Columbu-s,'Ind. 47201, 812-372-7211.
.Mr. Justin Dart, chairman and chief executive officer, • Dart Industries Inc.,

P.O. Box 3157, Terminal Annex, Los Angeles, Calif. - 90051, . 213-658-2000.
Mr. William A. Hewitt,' chairman and chief executive officer, ;Deere & .Co.,

John Deere Rd., Moline, 111. 61265, 309-792-8000.
Mr. Gerald B. Zornow, chairman of the board, Eastman.Kodak Co., 343 State St., 

.. Rochester,, N.Y. 14650, 716-325-2000.
Mr. Clifton C. Garvin, Jr., chairman of the board and chief executive officer, 

Exxon Corp., 1251 Avenue of the Americas, New York, N.Y. 10020, 212-974-3000.
• Mr. Richard A. Riley, chairman and chief executive officer, the Firestone Tire

& Rubber Co.. 1200 Firestone Parkway, Akron, Ohio 44317, 216-379-7000. 
Mr.' E., Robert. Kinney, president and chief executive officer, General Mills, Inc., 

P.O. Box 1113, Minneapolis, Minn. 55440.
' Mr. T. A. Murphy, chairman and chief executive' officer. General Motors Corp.,
• 14-130 General Motors Bldg., Detroit, Mich. 48202, 313-556-3521.
'.Mr. Colmari M.-Mockler, Jr., chairman of the board and chief executive officer,

the Gillette Co., Prudential Tower Bldg., Boston, Mass. 02199. 617-421-7000.
Mr. O. Pendleton Thomas, chairman of-the board and chief executive officer, the

B. F. Goodrich Co., 500 South Main : St., Akron, Ohio 44318, '216-379-2293.
Mr. J. Peter Grace, president and chief executive officer. W. R. Grace & Co., 1114

Avenue' of the Americas, New York, N.Y/10036, 212-764-5555. 
,Mr. H. J. Heinz II, chairman of the board, H. J. Heinz Co., P.O. Box 57, Pitts 

burgh, Pa. 15230. . . . : • ''•••".
• Mr.- William -.R. Hewlett, president'and chief executive officer, Hewlett-Packard

' Co., 1501 Page Mill'Rd., Palo Alto, Calif. 94304, 415-493-1501. 
,:Mr. James H. Binger, .chairman'of the executive committee, • Honey well, Inc.,

Honeywell Plaza, Minneapolis,.Minn. 55408, 612-870-2587. " 
.Mr.,Gilbert-E. Jones, IBM World Trade'Corp., Old'Orchard Rd., Armonk, N.Y. 

%• 105,04, .914-765-l9qO,.. ,'...'.';., ' : .",';-."'.,.. - ,.'- : - ' : . • 
Mr: 'Brooks"McCorinick, president'and chief executive officer, International 

Harvester Co., 401 North Michigan Ave., Chicago, 111. 60611, 312-670-2115.
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Mr. J. Stanford- Snlith, chairman and chief executive officer, International Paper
Co., 220 East 42d St., New York, N.Y. 10017, 212-490-6000. 

Mr. Richard B. Sellars, chairman of the board and chief executive officer,
Johnson & Johnson, 501 George St., New Brunswick, N.J. 08903. 

Mr William O. Beers, chairman of the 'board and chief executive officer, Kraf tco
Corp., Kraftco Court, Glenview, 111. 60025, 312-998-2000. 

Mr. Thomas S. Carroll, president and chief executive officer, Lever Brothers Co.,
390 Park Ave., New York, N.Y. 10022, 212-688-6000.- 

Mr. Charles B. Thornton, chairman of the board, Litton Industries, Inc., 360
North Crescent Dr., Beverly Hills, Calif., 90211, 213-273-7860. 

.Mr. Harold" W. "McGraw, • Jr., chairman, president and chief executive officer,
McGraw-Hill, Inc., 1221 Avenue of the Americas, New York, N.Y. 10020,
212-997-4949. ' 

Mr. Robert M. Schaeberle, chairman and chief executive officer, Nabisco, Inc.,
East Hanover, N.J. 07936, 201-884-0500. 

Mr. Ralph A. Weller, chairman of the board and chief executive officer, Otis
Elevator Co., 245 Park Ave., 32d Floor, New York, N.Y. 10017, 212-557-5560. 

Mr. Donald M. Kendall, chairman of the 'board and chief executive officer,
PepsiCo. Inc., Purchase, N.Y. 10577, 914-253-3000. 

Mr. Edmund T. Pr,att, Jr., chairman and chief executive officer, Pfizer Inc., 235
East42d St., New York, N.Y. 10017, 212-573-2323. 

Mr. Ross R.- Millhiser, president, Philip Morris Inc., 100 Park Ave., New York,
N.Y. 10017, 212-679-1800. 

Mr. Edgar H. Griffiths, president and chief executive officer, RCA' Corp., 30
Rockefeller Plaza, New York, N.Y. 10020, 212-598-5900. 

' Mr. Colin Stokes, chairman and chief executive officer, R. J. Reynolds Industries,
Inc., P.O. Box 2959, Winston'Salem, N.C. 27102. 

Mr. Vincent L. Gregory, Jr., president and chief executive officer. Rohm &
Haas "Co., Independence Mall West, Philadelphia, Pa. 19105, 215-592-3000. 

Mr. Charles D. Dickey, Jr., chairman and president, Scott Paper Co., Scott
Plaza, Philadelphia, Pa. 19113, 215-521-5000. 

Mr. Joseph B. JTlavin, chairman and chief executive officer, the Singer Co.,
30 Rockefeller Plaza, New York, N.Y. 10020, 212-581-4800. 

Mr. J. Paul Lyet, chairriian and chief executive officer, Sperry Rand Corp.,
1290 Avenue of the Americas, New York,. N.Y. 10019, 212-956-2121. 

Mr. Richard M. Furlaud, chairman and chief executive officer, Squibb Corp.,
40 West 57th St., New York, "N.Y. 10019, 212^89-2000. . 

Mr. J. Fred Bucy, president, Texas Instruments Inc., 13500 North Central
Expressway, North Bldg., Dallas,.Tex. 75231, 214-238-2011.

Mr. Raymond H. Herzog, chairman of the board and chief executive officer, 
. 3M Co., 3M Center, St. Paul, Minn. 55101, 612-733-1110. 
Mr. James A. Linen, director, Time Inc., Time & Life Bldg., Rockefeller Center,

New York, N.Y. 10020, 212-586-1212.
•Dr. Ruben F. Mettler, chairman and chief executive officer, TRW Inc., 23555 

Euclid Ave., Cleveland, Ohio 44117, 216-383-2121.
Mr..Harry J. Gray, chairman and president, United Technologies Corp., United 

' ^Technologies Bldg., Hartford, Conn. 06101, 203-565-4321.
Mr. George H. Weyerhaeuser, president and chief executive officer, Weyer 

haeuser Co., Tacoma, Wash. 9S401, 206-924-3000.
Mr. Lester A. Burcham, chairman, F. W. Woolworth Co., Woolworth Bldg., 233

Broadway, New York, N.Y. 10007, 212-227-1000.
"Mr. C.• Peter McColough, chairman .and chief executive officer, Xerox Corp., 

Stamford, Conn. 06904, 203-329-8711.
Mr. William H. Flynn, chairman,-chief executive officer and president, Zapata
.. Corp., .2000 Southwest Tower, Houston, Tex. 77002, 713-222-9051.

. Chairman ZABLOCKI. Mr. Oilman.
- iMr, .OILMAN. Thank you, Mr. Chairman.

.'•'---:" ' - : " .EXTENT OF ANTIBOYCOTT LEGISLATION' "

. Mr. .Morgan, in your statement you expressed reservations .con-
* cerning. this -legislation because-it had the appearance of power 
among. Israeli supporters' to provide an ever-increasing pressure on

'87-231—T7———14
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Arab countries. I am going to ask you, if you would, to consider just 
a couple of comments that have been made editorially and around 
the country. 

The Washington Post, September 1976, said:
The Arabs' decision to establish an Arab boycott of Israel is their business 

but their intent to establish an American boycott of Israel is something very 
different. It runs against American interests, American values and the Ameri 
can grain.
That is the elementary distinction of writing legislation in the Con 
gress and of writing antiboycott provisions into the reform bill. 

The Kansas City Star said in September 1976:
No one has suggested that the stands of principle on this question would be 

without certain cost. The question is how great that cost really will be, and 
more to the point, how enduring. Arab commercial sanctions have weight so 
long as they can be.selectively applied. But with the U.S. business,presenting 
a solid front on noncompliance, the Arab regimes will face a hard weighing of 
their own interest. There is at least a reasonable expectation that they will 
buckle in practice if not publicly. If they do not, it will be the first time that 
American business has been asked to pay a price in dollars for acting re 
sponsibly. As a scandal of international payoffs has demonstrated, there is more 
involved in foreign commercial relations than simply the numbers at the bot 
tom line. Decency and larger policy objectives also enter into the calculations.

The Philadelphia Inquirer, in September 1976 wrote:
The argument profits come before principle is repugnant to us as we think it 

is to most Americans who have a long tradition of refusing to pay tribute. This 
is a matter of self-interest as well as principle, for once the word gets around that 
a person or nation will submit to a blackmail, the blackmailers will only step 
up their demands.

This is a sampling of some of the editorial opinion across the country. 
I cannot quite understand your observation that it would have the 
appearance of power among Israelis. I think it would have more of 
the appearance of what American principles are all about.

Would you care to comment on that ?
Mr. MORGAN. Yes, indeed.
One, I would have to reread those editorials in general. I do not find 

much fault with the principles of decency. The power of money cer 
tainly is not an.overriding factor with me. I had an occasion last year, 
to prove that point. We are not a large company, so our numbers are 
not as spectacular as a huge company. Last year we withdrew a bid for 
an order in a foreign country. It was about a $1 million potential order, 
and we had been told we were going to get it. Because I got a telegram 
from my ex-partner in that country asking me to raise the price by 
3 percent beqause the foreign official who was placing that order 
wanted a fee. I got a .telegram off just as fast as I could get to the 
telex machine withdrawing the whole quotation.

So I think to presume that American businessmen, at least in my 
experience, look at this situation in the light that we are doing some 
thing against our conscience—I am not trying to sound self-serving— 
is unfair.

I think anything we do to say that one American will not discrimi 
nate against another American is proper and goes along with my ideals. 
But I think we are missing the point if we assume that we are going 
to pass legislation that will legislate morality that is an individual 
matter. Eeally, in this case, if I could go back to a point I made twice :— 
it may be an oversimplification — Saudi Arabia is the example I keep
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using—Saudi Arabia doesn't care what we do as long as we do not 
interfere with their sovereignty. They consider their sovereignty 
their law. I consider it very unfortunate they have a blacklist of any 
kind wherever they are.

Mr. GILMAN. How is this an interference with their sovereignty?
Mr. MORGAN. Because they have a law. They consider that, they are 

in a state of war with Israel and arbitrarily choose the people they 
won't do business with because they figure doing so is going to help 
the economy of an enemy. I am not debating with them on the point. 
They are not making us privy to all the reasons why they do everything 
they do. They consider the secondary boycott part of their national law.

Mr. GILMAN. They do make you privy to their foreign policy by 
bringing you in.

Mr. MORGAN. They did not bring me in. If you read my report, they 
have never given me any request of any kind.

Mr. GILMAN. Don't they essentially make you a partner in their 
economic warfare by your engaging with the type of practices that 
they are engaging in ?

Mr. MORGAN. Name the practice you are talking about ?
Mr. GILMAN. The boycott practice.
Mr. MORGAN. I am in no way helping them with their boycott. My 

equipment that I sell, what goes over there is what they want to buy 
apparently, but I have never been asked.

Mr. GILMAN. When I say "you," I am saying when American bus 
iness assists. I am using you in a representative capacity. Western 
business agrees to go along with the boycott, the secondary and tertiary 
nature, are we not then engaging in what they are doing and making 
them an ally of their cause ?

Mr. MORGAN. My definition of tertiary, is that if a Saudi Arabian 
country, any country, says to me, You cannot do any more business 
with the Motorola Co. in the United States, that is my definition of 
tertiary, and I think that clearly is repugnant to anybody in the coun 
try and clearly should be against the law. However, they do not ask 
that and, in fact, they are very——

Mr.GiLMAN. What happened to this Motorola case we talked about 
earlier. Isn't it in a somewhat of a secondary boycott——

Mr. MORGAN. Had they told Caterpillar Co. you cannot buy a Moto 
rola starter and put it in a Caterpillar tractor going to Alaska, that 
would be tertiary in my definition.

Chairman ZABLOCKI. The time of the gentleman has again expired.
Mr. Lagomarsino.
Mr. LAGOMARSINO. Thank you, Mr. Chairman. I just have one 

question.
Did Mr. Carlson leave?
Mr. McNEiLL. Yes.
Chairman ZABLOCKI. Mr. Carlson has left, but I understand Mr. 

Brewer has remained to answer questions for the chamber.

ADL-ROTJNDTABLE STATEMENT

Mr. LAGOMARSINO. This was referred to, but I do not think it was very 
well discussed. What does the chamber think of the ADL-Business 
Koundtable statement. Is the organization basically in disagreement 
or just what?:
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STATEMENT OF JOHN BREWER, ASSOCIATE DIRECTOR FOR NEAR 
EAST AND SOUTH ASIAN AFFAIRS, CHAMBER OF COMMERCE OF 
THE UNITED STATES . :

Mr. BREWER. The chamber's membership endorses the motives of the 
ADL and Eoundtable in seeking to resolve a very difficult policy ques 
tion through the cooperative process of negotiation. We endorse in 
specific terms the first two principles laid out in the ADL-Koundtable- 
statement as being entirely consistent with, indeed identical to, com 
parable provisions included in our written statement. : 

. On the other provisions, we endorse the principles with the exceptions-, 
which we feel would clarify the intent and action of their principles 
with respect to America's foreign trade and with respect to American 
firms' operation in Israel and in the Arab countries. In general, how 
ever, we do endorse the concept of a negotiated set of principles, and 
we feel the Koundtable and ADL have made a very constructive 
contribution.

Mr. LAGOMARSINO. Thank you.
Chairman ZABLOCKI. Mr. Solarz for two questions.
Mr. SOLARZ. Thank you, Mr. Chairman. I will be brief.
Two final questions.

NATIONAL SOVEREIGNTY

Mr. Morgan, would you agree just as the Arabs.have the right under 
their sovereign authority to adopt whatever rules and regulations they 
want with respect to their trade that likewise we have the right under 
our sovereign authority to adopt whatever rules and regulations we 
wish to with respect to our trade ? ' ' .

Mr. MORGAN. Of course.

TT.8. ANTIBOYCOTT POLICT

Mr. SOLARZ. The second question is. both to you and to Mr. Kelley as 
businessmen who have dealings with the Arab countries and presum 
ably from time to time have agreed to'some of the boycott questions. I 
am sure you are both aware of the fact under the existing law, it is the 
policy of the United States both to encourage trade with all countries 
with which we have diplomatic trading relations and to discourage 
.participation in foreign boycotts of friendly countries.

That is the policy. It is not against the law to participate in foreign 
boycotts, but it is against our-policy.. • ~ .

Do you gentlemen ever feel just a little bit uneasy about engaging in 
business practices which while perhaps perfectly understandable from 
the Arab point of view does nonetheless appear to put you in opposition 
to the stated policy of 'our own Government•?' '

Mr. KELLEY. Speaking.for Caterpillar, Mr. Solarz, the answer is "no, 
we have not." We look upon the law as the floor of our conduct and we 
have so stated explicitly in the context of a code of worldwide business 
conduct widely distributed and published. To the best of our knowl 
edge, none of our transactions have been in'violation'of the letter or
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spirit, either one, of U.S. law, so we feel no discomfort with our busi 
ness practices.

Mr. MORGAN. In my case, Mr. Solarz, no, I have never felt uneasy. 
Perhaps that is because in my dealings I have never been asked to par 
ticipate in any of the actions you are talking about.

U.S. BUSINESS COOPERATION WITH THE BOYCOTT

Mr. SOLARZ. Let me read you this one sentence. This is my last obser 
vation. Please respond to it.

Under section 4(A)(2)of the law, it says—
It is the policy of the United States: (b) to encourage and request domestic 

concerns engaged in the export of articles, materials, supplies or information 
to refuse to take any action including the furnishing of information or the signing 
of agreements which has the effect of furthering or supporting the restrictive 
trade practices of boycotts fostered or imposed by any foreign country against 
another country friendly to the United States.

Now, by your own testimony today, you are clearly engaged in 
business relationships with Arab countries in precisely the same kind 
of activities that the policy of the United States is designed to discour 
age you from doing. That does not create any problems ?

Mr. MORGAN. For my edification here and clarification, tell me what 
I am engaged in that is against that policy. If you can be specific.

Mr. SOLARZ. Do you sign boycott certifications ?
Mr. MORGAN. No.
Mr. SOLARZ. In all the business dealings you have had with the 

Arabs, there were never any forms——
Mr. MORGAN. The only one I ever had was a form regarding some 

equipment we sold to a contractor that went to Kuwait. In the pur 
chase order, it was said the payment would be made by letter of credit 
with the Bank of America, and that was satisfactory to us. We want 
pur money. We shipped the goods. The letter of credit came in only; 
it was not the Bank of America. It was the Irving Trust Co. in New 
York. It had language that was offensive to me. So I checked with 
my attorney and he said at that time I was not breaking any law, that 
I could sign it and, of course, I had to report it. However, I choose 
not to of my own volition because I did not like it, and I called my 
customer and said this is unacceptable. The very language in here 
that says I must honor the Arab boycott or some such thing, and I 
won't sign it. It was not a theoretical case, as part of the order was 
on a ship on its way over there. The upshot of it was, I was in trouble 
for about $800,000 worth of equipment. It was on the boat and my end 
of the story was, I made a deal with them that I would be paid when 
it got into the country. So it cost me, under present interest rates, 
about 2 percent to not sign that piece of paper.

Mr. SOLARZ. Mr. Morgan, you are a good corporate citizen, and I 
congratulate you.

Chairman ZABLOCKI. Thank you, Mr. Carlson, Mr. McNeill, Mr. 
Kelley, Mr. Morgan, Mr. Brewer—yes, Mr. McNeill.

Mr. MCNEILL. May I interrupt and ask the Congressman a question ? 
He has indicated he will accept it. Would it be all right, Mr. Chair 
man, at this point ?
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Chairman ZABLOCKI. It could lead to a long answer, though.
Mr. McNEiLL. This bill recognizes the legitimacy of a primary boy 

cott and that the primary boycott of the Arab League is in accord 
with international law and that the primary boycott is a legitimate 
instrument of national policy.

My question to you, sir, is, if in conducting its primary boycott pol 
icy an Arab importing country asks you to fill out a form certifying 
that you are not violating the primary boycott, how would you feel ?

Chairman ZABLOCKI. Can you answer that in 3 minutes, Steve?
Mr. SOLARZ. Yes, Mr. Chairman.
I think they have every right to make such a request, just as I think 

they have every right to make requests that in effect would require 
cooperation with the secondary, tertiary boycott. But by every right, 
I think we have the right to refuse the request. I think the way to 
square that circle is to provide for positive certificates of origin which 
gives them the substance of what they want with respect to the pri 
mary boycott at the same time it protects one of our very close allies 
in the Middle East from the potential chilling effects from a negative 
certificate of origin.

Insofar as the practical consequences to our corporate community 
is concerned, I believe the actions with all the Arab countries, with 
the exception of Iraq in which they changed the •requirement for the 
need of negative certificates of origin, is a good indication that the 
establishment of this legislation which incorporates their own provi 
sions will not in any significant way cost us business with the Arab 
world.

Chairman ZABLOCKI. Thank you, gentlemen.
The committee will be in recess for approximately 45 minutes and 

will reconvene at 1:30 to hear Mr. Joseph L. Stanton, Maryland Port 
Authority Administrator, and Mr. Gregory Halpin.

The committee stands adiourned until 1:30.
[Whereupon, at 12:45, the committee recessed, to reconvene at 1:30 

p.m., the same day.]

AFTERNOON SESSION

[Whereupon, at 1:50 p.m. the Committee on International Eelations 
reconvened, Hon. Clement J. Zablocki (chairman of the committee), 
presiding.]

Chairman ZABLOCKI. The committee will please come to order.
This afternoon the Committee on International Eelations continues 

its hearings on H.E. 1561, the extension of the Export Administration 
Act of 1969.

This morning the committee received testimony on the antiboycott 
section from four business groups. We are starting a bit late and I 
want to apologize for it.

This afternoon the focus is specifically on the need for preemption 
of State boycott laws. Our witnesses are Joseph Stanton, who is the 
Maryland Port Administrator, and Gregory Halpin, who is repre 
senting the American Association of Port Authorities.

We also have submitted for the record statements from the New 
York Foreign Freight Forwarders and Brokers Association and the 
National Customs Brokers and Forwarders Association.
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We will hear the statements of Mr. Stanton and Mr. Halpin and then 
open the meeting to questions.

We are indeed very fortunate to have with us Congresswoman 
Mikulski of Maryland, who is here to introduce Mr. Stanton. It is an 
honor to have you with us here today, Congresswoman Mikulski. We 
are very pleased that you took time to come before this committee to 
introduce Mr. Stanton. If you will proceed.

STATEMENT OF HON. BARBARA A. MIKULSKI, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MARYLAND

Ms. MIKULSKI. Thank you. I am pleased to be before this committee 
today to introduce to you Mr. Joseph Stanton, Administrator of the 
Maryland Port Administration—MPA. I fully endorse Mr. Stanton's 
testimony in support of H.R. 1561.

I believe that title II of this bill regarding secondary and tertiary 
foreign boycotts is legislation in the best tradition of our country. 
Once and for all, it will put an end to any efforts by foreign nations 
to force Americans to discriminate against Americans as the price of 
doing business with these nations.

H.R. 1561 also ends any attempts by foreign nations to control 
American businesses in their choice of trading partners. It is 
courageous and forthright legislation deserving of early passage.

As you know, Mr. Chairman, my State of Maryland is one of six 
States which have adopted their own statutes on this topic. I believe 
that the Maryland Legislature and the legislative bodies of the other 
States involved are to be commended for attempting to formulate 
their own responses to this problem in the face of inadequate Federal 
activity.

At the same time, however, it is clear that the constitutional respon 
sibility to regulate foreign commerce lies with the Congress, and that 
a uniform national statute is necessary. Therefore, Mr. Chairman, 
I would urge that a section ordering Federal preemption be added to 
H.R, 1561.

I noted with interest that in his February 9 appearance at the 
Commerce Department, President Carter forcefully recognized the 
need for a uniform national policy on foreign boycotts. I was quit© 
pleased to see a statement on this issue from the President so early 
in the new administration.

Similarly, I am gratified that the Joint Statement of Principles on 
anti'boycott legislation released on Friday by the Anti-Defamation 
League and the Business Roundtable reflects the view that Federal 
preemption is required. I am aware that in his testimony before this 
committee yesterday, Mr. Alfred Moses of the American Jewish Com 
mittee also took this position.

In closing, Mr. Chairman, allow me to thank this committee for its 
efforts on this legislation, and for allowing me to appear in its support.

And now, it is my pleasure to introduce to you Mr. Stanton of the 
Maryland Port Authority who, I think, can enlighten the committee 
on the issue and how it affects the local community.

Chairman ZABLOCKI. Thank you, Congresswoman Mikulski.
Mr. Stanton.
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STATEMENT OF JOSEPH L. STANTON, ADMINISTRATOR, MARYLAND 
PORT ADMINISTRATION

Mr. STANTON. Thank you. I am J. L. Stanton, the Port Adminis 
trator of the Maryland Port Administration and I sincerely appreciate 
this opportunity to testify in support of H.K. 1561, particularly title 
II thereof. I am accompanied today by our Assistant- Director of 
Transportation, Richard A. Lidinsky, Jr.

MARYLAND POET ADMINISTRATION

• The Maryland Port Administration, a division of the Maryland 
Department of Transportation, is a State agency charged -with the re 
sponsibility for developing facilities for the movement of export and 
import traffic through the Port of Baltimore and elsewhere within 
the waters of the State.

In carrying out these responsibilities, the administration owns or 
leases 5 of the 10 major international cargo terminals located in the 
Baltimore Harbor. Cargo enters and leaves the administration's ter 
minals and facilities via 4 railroads, approximately 150 truck lines 
and 83 steamship lines.

The administration has six national and international field offices 
to solicit cargo and facilitate the flow of commerce through the port.

The administration has made a substantial investment in port de 
velopment, maintenance and modernization representing in excess of 
$150 million in public tax and bond moneys for the years 1956-75 and 
$54 million in projected expenditures for the years 1976-81. The ad 
ministration is authorized to participate in proceedings before Federal 
and State regulatory agencies.

DEVELOPMENT OF ANTIBOYCOTT POLICY

We are pleased to have this opportunity to present our views to 
this committee which is addressing itself to a most serious problem. 
Since 1973 the imposition of secondary and tertiary boycotts and 
other restrictive trading practices by certain nations doing business in 
the United States has caused serious concern to all those involved in 
international commerce.

As an agency dn daily contact with vessels, goods and peoples of all 
nations, we have attempted, and I believe succeeded, in according them 
equal treatment, courtesy and respect. We are therefore repelled by 
the knowledge that these odious and discriminatory conditions were 
'being imposed by certain foreign entities as a condition for doing 
business.

At the time these practices began to increase in both number and 
scope, there existed as a remedy only the regulations issued by the 
Department of Commerce pursuant to authority granted in the Export 
Administration Act of 1969. These regulations merely represented an 
after-the-fact reporting of compliance with restrictive trading 
practices.
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Therefore, more than a year ago a growing determination and con 
cern for the protection of American's civil rights and American cor 
porations' business rights began to manifest itself. It was apparent 
to many that a Federal solution was necessary to cure these instances 
of discrimination surrounding this international trade, yet the Con 
gress properly proceeded cautiously and.in the final analysis was unable 
to resolve their legislative differences.

STATE ANTIBOYCOTT LAWS

However, State legislatures began to act in order to protect their 
citizens. Most State 'bodies recognized that Federal action was neces 
sary in view of the U.S. Constitution and Federal law (art. I, sec. 1, 
sec. 8; art. IV, sec. 1; the XlVth amendment; sec. 19 of the Merchant 
Marine Act, 1920 (46 U.S.C. 876) but kgislatures of many States in 
cluding Maryland passed antiboycott bills of which six are now in 
effect.

Two other State laws appear to 'be on the verge of being passed 
and going into effect. When the Maryland antiboycott law was before 
our legislature, the administration that I represent opposed its enact 
ment. The reason for this opposition was not based against the laudable 
ends of the bill which we recognized and enthusiastically supported, 
but rather the means.

It was and remains our 'belief and fear that a State-'by-State piece 
meal approach to this serious national problem will not be effective 
and will serve to discriminate against the ports of those States with 
laws when large amounts of cargo are being diverted to adjoining 
States without such statutes.

NEED FOE PREEMPTION OF STATE ANTIBOYCOTT LAWS

It is no secret, Mr. Chairman, that we are talking about trade with 
the nations of the Middle East—trade which represents the newest 
and largest business opportunity in many years. The cargoes moving 
an this trade are very high value both in port economic impact and 
labor-intensive usage.

The Port of Baltimore has been handling a large amount of cargo to 
the Middle East nations and possesses the best regularly scheduled 
direct ocean service to those countries of all U.S. ports. Simply stated, 
we do not want the'ports of Baltimore, New York, Boston, Cleveland, 
Chicago, San Francisco, Oakland, Los Angeles, and other smaller ones 
to suffer the after effect of State laws enacted with the best of 
.intentions.

Therefore, you can be assured that our support for strong antiboy 
cott bills such as H.R. 1561 and others is echoed by many other seg 
ments of the port industry—labor, management, public agencies and 
financial institutions.

Although we support H.R. 1561 as. introduced and believe that the 
provisions of title II thereof will be an adequate and effective weapon 
in fighting foreign discriminatory trading practices, there is one essen 
tial element of the bill that appears to be missing.
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This missing element is a preemption clause for the existing State 
antiboycott laws I have just mentioned. Preemption of State law is a 
very often utilized tool of the Congress to insure equal application of 
a Federal law to all Americans—two recent examples being the Em 
ployee Eetirement Income Security Act of 1974 and the Federal Elec 
tion Campaign Act of 1971.

In fact, it was pointed out in the just completed Senate boycott bill 
hearings that the Congress may be under a constitutional obligation to 
preempt these State laws to insure the nonpreference of ports as a 
result of congressional action. Why, one might ask, would we appear 
in support of such an amendment when we have stated we are proud 
and satisfied that Maryland has an antiboycott law on the books ?

Our position is based on our belief—a belief shared, incidentally, by 
t!he attorney general of Maryland, as stated in his recent Senate testi 
mony on S. 69 and S. 92 that with six State laws in existence, the time 
has come for a single strong Federal solution to this problem and, we 
believe, the bill before you meets this criteria..

I might also add we were pleased to note that President Carter and 
Secretary of State Vance have expressed support for preemption. In 
stead of six solutions to this problem, we have in effect six conflicting 
approaches attempting to reach the same goal.

In the final analysis we have, Mr. Chairman, six laws, no two of 
which are the same, and a shipper using the business resources and 
ports of these States is confronted with six very confusing statutes 
varying in their purported scope and regulations with fines from $500 
to $50,000.

To illustrate this dilemma, I would like to submit to the committee 
a comparative analysis chart on each of these State laws and other bills 
about to become law. The Maryland Legislature sees the need for a 
national bill by its current consideration of a ioint resolution on this 
subject which has just passed our House of Delegates by a vote of 
137-0. _

Various national port organizations—such as the American Asso 
ciation of Port Authorities and the North Atlantic Ports Association— 
have passed resolutions urging a national remedy for this serious 
problem.

Recognizing these facts, I would urge this committee to insert in 
H.E. 1561 an amendment along the lines of the one we have prepared. 
I am attaching a copy of that.

I believe this would bring about a strong unified approach to this 
problem and insure that the citizens, the business interests and the 
ports of those States which have had the courage to act in this area, do 
not ironically become the victims of confusion and trading discrimina 
tion once H.R. 1561 or another bill is enacted.

Thank you for your attention. I will be glad to answer any questions.
Mr. Chairman, I respectfully request my statement and the appen 

dixes be made part of the record.
Chairman ZABLOCKI. Without objection, so ordered.
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[The prepared statement of Mr. Joseph L. Stanton follows:]
PREPARED STATEMENT OF JOSEPH L. STANTON, ADMINISTRATOR, MARYLAND PORT

ADMINISTRATION
Thank you, Mr. Chairman. I am J. L. Stanton, the Port Administrator of the 

Maryland Port Administration (MPA) and I sincerely appreciate this opportunity 
to testify in support of H.R. 1561, particularly Title II thereof. I am accompanied 
today by our Assistant Director of Transportation, Richard A. Lidinsky, Jr.

The Maryland Port Administration, a division of the Maryland Department 
of Transportation, is a state agency charged with the responsibility for develop 
ing facilities for the movement of export and import traffic through the Port 
of Baltimore and elsewhere within the waters of the state. In carrying out 
these responsibilities, the Administration owns or leases 5 of the 10 major inter 
national cargo terminals located in the Baltimore Harbor. Cargo enters and 
leaves the Administration's terminals and facilities via 4 railroads, approxi 
mately 150 truck lines, and 83 steamship lines. The MPA has six national and 
international field offices to solicit cargo and facilitate the flow of commerce 
through the Port.

The MPA has made a substantial investment in port development, mainte 
nance and modernization representing in excess of $150 million in public tax 
and bond monies for the years 1956-75 and $54 million in projected expenditures 
for the years 1976-81. The Administration is authorized to participate in pro 
ceedings before Federal and State Regulatory Agencies.

We are pleased to have this opportunity to present our views to this Com 
mittee which is addressing itself to a most serious problem. Since 1973, the 
imposition of secondary and tertiary boycotts and other restrictive trading 
practices by certain nations doing business in the United States has caused 
serious concern to all those involved in international commerce. As an agency 
in daily contact with vessels, goods, and peoples of all nations, we have 
attempted, and I believe succeeded, in according them equal treatment, courtesy 
and respect. We were therefore repelled by the knowledge that these odious 
and discriminatory conditions were being imposed by certain foreign entities 
as a condition for doing business. At the time these practices began to increase 
in both number and scope, there existed as a remedy only the Regulations issued 
by the Department of Commerce pursuant to authority granted in the Export 
Administration Act of 1969. These Regulations merely represented an after- 
the-fact reporting of compliance with restrictive trading practices.

Therefore, more than a year ago a growing determination and concern for the 
protection of Americans' civil rights and American corporations' business rights 
began to manifest itself. It was apparent to many that a federal solution was 
necessary to cure those instances of discrimination surrounding this international 
trade; yet, the Congress properly proceeded cautiously and in the final analysis 
"was unable to resolve their legislative differences.

However, state legislatures began to act in order to protect their citizens.
•Most state bodies recognized that federal action was necessary in view of the 
U.S. Constitution and federal law,1 but legislatures of many states, including 
Maryland, passed anti-boycott bills, of which six are now in effect. Two other 
state laws appear to be on the verge of being passed and going into effect. When 
the Maryland anti-boycott law was before our legislature, the MPA opposed its 
enactment. The reason for this opposition was based not against the laudable
•ends of the bill which we recognized and enthusiastically supported, but rather 
the means. It was and remains our belief and fear that a state-by-state piecemeal 
approach to this serious national problem will not be effective and will serve to 
discriminate against the ports of those states with laws when large amounts 
of cargo are being diverted to adjoining states without such statutes. It is no 
secret, Mr. Chairman, that we are talking about trade with the nations of the 
Middle East—trade which represents the newest and largest business oppor 
tunity in many years. The cargoes moving in this trade are very high value 
both in port economic impact and labor-intensive usage.

1 Art. I, sec. 1, sec. 8, art. IV, see. 1, the XlVth Amendment; sec. 19 of the Merchant 
Marine Act, 1920 (46 U.S.C. 876).
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The Port of Baltimore has been handling a large amount of;cargo to the 
Middle East nations and possesses the best regularly scheduled direct ocean 
service to those countries of all U.S. Ports. Simply stated, we do not want the 
Ports of Baltimore, New York, Boston, Cleveland, Chicago, San Francisco,. 
Oakland, Los Angeles and other smaller ones to suffer the aftereffect of state 
laws enacted with the best of intentions. Therefore, you can be assured that 
our support for strong anti-boycott bills such as H.R. 1561 and others is echoed 
by many other segments of the port industry—labor, management, publie 
agencies and financial institutions.

Although we support H.R. 1561 as introduced and believe that the provisions 
of Title II thereof will be an adequate and effective weapon in fighting foreign 
discriminatory trading practices, there is one essential element of the bill that 
appears to be missing. This missing element is a preemption clause for the 
existing state anti-boycott laws I have just mentioned. Preemption of state law 
is a very often utilized tool of the Congress to insure equal application of a 
federal law to all Americans—two recent examples being the Employee Retire 
ment Income Security Act of 1974 and the Federal Election Campaign Act of 1971.

In fact, it was pointed out in the just completed Senate boycott bill hearings 
that the Congress may be under a constitutional obligation to preempt these 
state laws to insure the nonpreference of ports as a result of Congressional 
action.2 Why, one might ask, would we appear in support of such an amend 
ment when we have stated we are proud and satisfied that Maryland has an 
anti-boycott law on the books? Our position is based on our belief—a belief 
shared incidentally by the Attorney General of Maryland, as stated in his 
recent Senate testimony on S. 69 and S. 92 (appendix A, below)—that with six 
state laws in existence, the time has come for a single strong federal solution 
to this problem and we believe the bill before you meets this criteria. I might 
also add we were placed to note that President Carter and Secretary of State 
Vance have expressed support for preemption. Instead of six solutions to this 
problem, we have in effect six conflicting approaches attempting to reach the 
same goal. In the final analysis, we have Mr. Chairman, six laws, no two of 
which are the same, and a shipper using the business resources and ports of 
these states is confronted with six very confusing statutes varying in their 
purported scope and regulations with fines ranging from $500 to $50,000. To 
illustrate this dilemma, I would like to submit to the Committee (appendix B, 
p. 216) a comparative analysis chart on each of these state laws and other bills 
about to become law. The Maryland legislature sees the need for a national bill 
by its current consideration of a Joint Resolution on this subject which has just 
passed our House of Delegates 137-0 (appendix C, p. 217). Various national port 
organizations—such as the American Association of Port Authorities and the 
North Atlantic Ports Association—have passed Resolutions urging a national 
remedy for this serious problem (appendix D, p. 217).

Recognizing these facts, I would urge this Committee to insert in H.R. 1561 
an amendment along the lines of the one we have prepared (appendix E, p. 218). 
I believe this would bring about a strong unified approach to this problem and 
ensure that the citizens, the business interests and the ports of those states 
which have had the courage to act in this area, do not ironically become the 
victims of confusion and trading discrimination once H.R. 1561 or another bill 
is enacted.

Thank you for your attention. I will be glad to answer any Questions.

APPENDIX A

STATEMENT OF FRANCIS B. BTJECH, ATTORNEY GENERAL OF MARYLAND— 
FEBRUARY 22, 1977

My purpose in appearing before you today is to urge the launching of a resolute 
and uniform Congressional attack upon the secondary level of the Arab boycott 
of Israel. By "resolute" I mean a statute which employs the full force and effect

z Art. I, sec. 9.
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•of the power residing in Congress to regulate foreign commerce. By "uniform", 
I mean the inclusion within such a statute of a provision which, explicitly 
preempts the States from legislating in this area.

As you know, Maryland is one of .only six States which has legislatively re 
sponded to this very serious problem. Although the approaches taken by these 
six States have been far from uniform, they have necessarily been geared toward 
the protection of civil rights rather than the regulation of foreign commerce. 
Consequently, 'State regulation in this area of international concern is, although 
laudatory, an insufficient substitute for federal legislation based squarely on the 
Congressional power to regulate foreign commerce.

•In 1976, the State of Maryland enacted a Foreign Discriminatory Boycotts 
Act. The purpose behind this legislation was to purge from from all commercial 
transactions occurring in our State the foreign imposition of terms and condi 
tions which discriminate against our citizens because of their national orgin, 
race, religion or sex. As Attorney General of Maryland, I have been charged with 
the responsibility of enforcing our statute, both civilly and criminally, and 
granted the authority to promulgate regulations governing that enforcement. In 
order that you may better understand the constitutional limitations which a State 
faces in this area, I ihave made available copies of the Regulations which I have 
promulgated and adopted. I am confident that a careful analysis of these regula 
tions, and the Maryland statute which they interpret, will reveal that the full 
constitutional powers available to the State have been employed without unduly 
burdening foreign or interstate commerce.

lily position on the question of preemption is really quite simple to state; I 
favor its inclusion in a federal statute which is stronger than the Maryland act, 
and oppose its inclusion in a statute which is weaker. This position is based upon 
a firm belief in the fundamental concepts of federalism and comity. Those 
powers which reside in the federal government to so because of the need for 
uniformity in their application. This need arises when, and only when, Congress 
determines that a specific problem is of sufficient national concern to warrant the 
exercise of constitutional power in excess of that available to the States. Only then 
should the States remove themselves from the arena.

'Unquestionably, the secondary aspects of the Arab boycott of Israel constitute 
a matter of grave, national concern. Consequently, federalism demands that 
Congress accept .the responsibility appurtenant to the power granted by the 
Commerce clause and act in a manner which accomplishes uniformity by 
preemption.

'Without close attention to the philosophy of federalism, one might incorrectly 
conclude that the proponents of federal preemption in anti-boycott legislation 
necessarily place in jeopardy or undermine those powers still available to the 
States. The fallacy of such a conclusion becomes apparent when one recognizes 
that much opposition to preemption in this area emanates from those 'States which 
have not seen fit to accept the responsibility which adheres to those powers. 
States such as Maryland, which have recognized their power and accepted their 
parallel responsibility, do not act in derogation of those powers by expecting 
Congress to do the same.

It is my belief that the position which I urge today reflects the views of the 
majority of Maryland citizens. At a public hearing held on December 20, 1976, 
I stated the position which I have restated .here, and asked for comment on it. 
In essence, the response was that federal preemption would be appropriate if, 
and only if, it were included in strong, effective legislation.

Unfortunately, the enactment of any regulation, State or federal, inevitably 
requires the imposition of an additional layer of bureaucracy. It is not unreason 
able to expect that foreign countries and businesses will prefer to use the ports 
of those States where only one regulatory scheme needs to Ibe satisfied. It would 
be 'both ironic and manifestly unfair for Congress, through the enactment of 
weak and non-preemptive legislation, to foster discrimination against .those 
States which have had the fortitude to protect their citizens from it.

Maryland and the five other States which have enacted anti-boycott legisla- 
ion have placed human rights above economic interests. They have accepted the 
responsibility that goes with power. It is your duty to do the same.

Thank you for the opportunity to testify on this most important matter.
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APPENDIX C 

HOUSE JOINT RESOLUTION No. 31
By: Delegates McCoy, Murphy, Hergenroeder, Harrison, Dypski, Weisengoff, 

Rutkowski, Curnan and Avara.
Introduced and read first time: January 19,1977.
Assigned to: Economic Matters.
Committee report: Favorable.
House action: Adopted.
Read second time: February 11,1977.

BESOLUTION NO. ——— 

HOUSE JOINT BESOLUTION

A House Joint Resolution concerning Discriminatory Boycotts
For the purpose of urging Congress to swiftly enact legislation which would 

make discriminatory 'boycotts unlawful.
Whereas, the citizens of the United States are or may become subjected to 

discriminatory boycotts based upon race, color, creed, religion, sex or national 
origin; and

Whereas, the United States of America is founded upon principles of political, 
social and economic equality which by definition cannot co-exist such discrimi 
natory boycotts; and

Whereas, The Congress of the United States presently has under consideration 
certain legislation which would make discriminatory 'boycotts unlawful and 
would further prohibit compliance with such 'boycotts by individuals afforded 
freedom, and bhe protection of the Constitution and laws of the United States: 
Now, therefore, be it

Resolved by the General Assembly of Maryland, That the Congress of the 
United States is urged to swiftly enact the antidiscrimination legislation under 
consideration; and be it further

Resolved, That copies of this Resolution 'be sent to the Honorable Walter F. 
Mondale, Vice President of the United States and President of the Senate, 
Senate Office Building, Washington, D.C. 20510; the Honorable Thomas 
P. O'Neill, Speaker of the House of Representatives, House Office Building, Wash 
ington, D.C. 20515; and to the Maryland Congressional Delegation: Senators 
Charles McC. Mathias, Jr. and Paul iS. Sarbanes, Senate Office Building, Wash 
ington, D.C. 20510; and Representatives Robert E. Bauman, Clarence D. Long, 
Barbara A. Mikulski, Marjorie S. Holt, Gladys N. Spellman, Goodloe E. Byron, 
Parren J. Mitchell, and Newton I. Steers, Jr., House Office Building, Washington, 
D.C. 20515. _____

APPENDIX D
THE AMERICAN ASSOCIATION OP PORT AUTHORITIES, INC.

(UNANIMOUSLY PASSED)

No. E-22

ENDORSING FEDERAL PREEMPTION OF STATE LEGISLATION DEALING WITH RESTRICTIVE 
TRADE PRACTICES OR BOYCOTTS

Whereas, there has been a proliferation of State legislation dealing with 
compliance with foreign restrictive trade practices and boycotts; and

Whereas, the existence of such iState legislation has caused disruption of es 
tablished competitive port relationships with concomitant adverse economic ef 
fects on those port regions experiencing trade dislocations ; and

Whereas, it has been declared U.S. policy to oppose restrictive trade practices 
or boycotts imposed by foreign countries against other countries friendly to the 
U.S.; and

Whereas, State legislation in this field conflicts with Federal constitutional 
powers to regulate U:S. international commerce: Now, therefore, be it
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Resolved. That The American Association of Port Authorities urges the enact 
ment of a lUnited States statute establishing a single, uniform national policy 
dealing with restrictive trade practices or boycotts fostered or imposed by for- 
,eign countries against other countries friendly to the U.S. or against any domestic 
.concern or person and reaffirming Federal preemption of. State'regulation in tfiis 
.area ; and be it further .

Resolved, That the Executive Director and Committee XI, Port Commerce;-are 
hereby authorized to take such action as may be necessary to accomplish the 
objectives of this Resolution.

NORTH ATLANTIC PORTS ASSOCIATION, INC. 

Resolution
Whereas, there has been a proliferation of State Legislation dealing with com-

-pliance with foreign restrictive trade practices and boycotts; and
Whereas, the existence of such State Legislation has caused disruption of

-established competitive port relationships with concomitant adverse economic 
effects on those port regions experiencing trade dislocations ;• and

Whereas, it has been declared U.S. policy to oppose restrictive trade practices 
or boycotts imposed by foreign countries against other countries friendly to the 

"U.S., and
'Whereas, State Legislation in this field conflicts with Federal constitutional 

powers to regulate U.S. international commerce; Now,.therefore, be it
Resolved, That the North Atlantic Ports Association urges the enactment of a 

United 'States statute establishing a single, uniform national policy dealing with 
restrictive trade practices or boycotts fostered or. imposed by foreign countries 
against other countries friendly to the U.S. or against any domestic concern or 
person and reaffirming Federal preemption of State regulation in this area; and 

".be it further • •
Resolved, That the Executive Director and the Committee on Federal Legisla 

tion and Government Traffic are hereby authorized to take such action as may be 
;necessary to accomplish the objectives of this Resolution. 

Adopted: December 1,1970, at Washington, D.C.

APPENDIX E

H.R. 1561 AMENDMENT

• 'On page 29, line 25 insert the following:
'"SEC. 204—When the rules, regulations and provisions of this Title are in effect, 

.-any State law, rule or regulation or law, rule,'or regulation of'a political sub- 

.division thereof, with regard to foreign,discriminatory boycotts and other re 
strictive trading practices against any U.S. person of that 'State or subdivision, is 

"hereby preempted and shall not apply."
iQn page 30, line 2, strike "204." and insert in lieu thereof "205.".
Chairman ZA&LOCKI. We will next hear Mr. Gregory Halpin, and 

then we will have questions for both of you as a team.

STATEMENT OF W. GREGORY HALPIN, CHAIRMAN, COMMITTEE XI 
OF THE AMERICAN ASSOCIATION OF PORT AUTHORITIES, INO.

Mr. HALPIN. Mr. Chairman, my name is W. Gregory Halpin. lam
-deputy administrator of the Maryland Port Administration'(MPA),
"but appear before you this morning in my capacity as chairman of the
Committee XI of the American Association of Port Authorities
(AAPA), . ,_. * ; ' /•;.' ' • . ' ' ; . ; _••;• ";.,;);•

The AAPA is an organization comprised of port authorities, both
-public and private, of the Western Hemisphere with a predominant
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American membership; matters of an American nature are voted on 
exclusively by U.S. port members. Since our founding in 1912, the 
association has attempted to forge bonds of friendship between mem 
bers, exchange mutually beneficial information regarding innovative 
port technology, and also increase public awareness of our 
organization.

STATE ANTTBOYCOTT LAWS

The association is aware, as you are, during 1976 four States en 
acted antiboycott law—Maryland, California, Ohio and Massachusetts 
(Illinois has had a law dealing with this general area in effect since 
1965). Even if one accepts the authority of these States to legislate in 
this area—a proposition which has severe constitutional questions— 
other questions are easily raised.

The association recognized these problems at its annual conven 
tion and clearly saw such a proliferation of State laws would bring 
about confusion and fear to the shipper using ports in a State with an 
antiboycott law, as well as disrupt established competitive port rela 
tionships. These other questions troubled the convention, such as:

What effect has the law of Ohio have on foreign discriminatory 
boycotts other than to make shippers apprehensive about using the 
Port of Cleveland to ship goods to a nation espousing such a boycott, 
even though that shipper may not have agreed to do one discrimina 
tory activity?

Why should shippers in a large State with many excellent ports, 
such as California, divert the cargoes to ports thousands of miles 
away for no other reason than uncertainty over a State antiboycott 
law being challenged in Federal court for its constitutionality and 
not even being enforced by State officials ?

These questions could go on, Mr. Chairman, and understandably 
shippers are uneasy knowing that they could be fined $50,000 under the 
Maryland boycott law for doing an act which has no fine under the 
Massachusetts law or even no law in Virginia.

PREEMPTION OF STATE ANTI-BOYCOTT LAWS

With the above in mind, the AAPA unanimously passed resolution 
E-22 which is attached which endorses Federal preemption of State 
laws dealing with restrictive trade practices and boycotts. The AAPA 
clearly recognizes that unless strong antiboycott legislation such as 
that in H.E. 1561 contains language preempting these State laws, 
those States having such laws will ironically become "discriminated 
against" because of their existence.

The AAPA wants all ports to be on an equal footing in this matter. 
We might add the States which have passed boycott laws should be 
commended for protecting their citizens prior to congressional action 
on this matter, but they should also be aware of the fact that the Con 
gress has a duty to preempt State statutes when they are in conflict 
with the absolute powers of the Federal Government or contribute 
very little to the problem to be solved.

I am pleased to tell the committee that the AAPA's position on pre 
emption has received the endorsement of the Maritime Administration

87-231—T7———15
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and we were most gratified to note the comments of the President of 
the United States, who on February 9,1977, stated at the Department 
of Commerce his concern over these conflicting State boycott laws: 
"* * * we also need to have as a last thing (in any Federal boycott 
law) uniformity among the different States of the Nation in dealing 
with the (boycott)."

Therefore, I would urge the committee to recognize a responsibility 
to insure effective but equal application of the bill reported to the 
Senate and see that the ports of this Nation having antiboycott laws 
are not burdened by enactment of a Federal law lacking clear preemp 
tion language. We, therefore, sincerely request the committee to adopt 
the following amendment:

The provisions of the Act, and of rules prescribed under this Act, supersede and 
preempt any provisions of State law with respect to restrictive international trad 
ing practices and discriminatory boycotts.

We appreciate the opportunity to speak to you today. We will be 
glad to answer any questions. We respectfully request the statement be 
made part of the record.

Chairman ZABLOCKI. Without objection, so orderetd.
[The prepared statement of Mr. W. Gregory Halpin follows:]

PREPARED STATEMENT OF W. GREGORY HALPIN, CHAIRMAN, COMMITTEE XI OF THE 
AMERICAN ASSOCIATION OF PORT AUTHORITIES, INC.

Good morning. My name is W. Gregory Halpin. I am Deputy Administrator of 
the Maryland Port Administration (MPA), but appear before you this morning 
in my capacity as Chairman of Committee XI of the American Association of 
Port Authorities (AAPA).

I sincerely appreciate this opportunity to testify before the Committee on be 
half of Committee XI of the AAPA on this very important bill. I am accompanied 
this morning by Mr. Richard L. Schultz, Executive Director and Treasurer of the 
AAPA.

Our testimony this morning will be confined to Title II of H.R. 1561, which in 
amending the Export Administration Act establishes prohibitions on compliance 
with foreign boycotts—a matter of great concern to our Association.

The AAPA is an organization comprised of Port Authorities, both public and 
private, of the Western Hemisphere with a predominant American membership; 
matters of an American nature are voted on exclusively by U.S. Port members. 
Since our founding in 1912, the Association has attemped to forge bonds of friend 
ship between members, exchange mutually beneficial information regarding in 
novative Port technology, and also increase public avvarenes of our organization. 
As a national body we can frankly and objectively address those issues of con 
cern to all Ports, without regard to regional interests. As a vital entity of AAPA, 
Committee XI is charged by the By-Laws as follows :

Shall undertake activities appropriate in the expansion of foreign trade 
and the movement of export and import commerce, in legislative matters de 
signed to promote international trade and shall cooperate with other organi 
zations and with federal departments, and shall collect data relating to the 
promotion of international trade, advise members in regard thereto, and 
when so authorized shall take appropriate action in respect to legislative 
and administrative matters in his field of activity.

The membership of Committee XI is composed of Port Authority officials from 
the East and West Coast, the Gulf and the Great Lakes.

On January 1, 1976, a law went into effect in New York State, popularly called 
the anti-boycott act or the Lisa Law, which attempted to protect the citizens of 
New York from discriminatory trading practices imposed on American corpora 
tions by foreign governments. This law was premised on the belief that secondary 
and tertiary boycotts were being imposed upon Americans as a condition for doing 
business with these foreign governments—particularly those of the Middle East 
who consider themselves in a state of war with Israel. The New York law pur-
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ported to have jurisdiction over any business transaction which resulted hi dis 
crimination based on race, religion or sex. Within a few months, the legislatures 
of other States became aware of this law and proceeded to pass similiar bills. 
The Congress was not idle; during the course of hearings last year on bills be 
fore this, Committee and in the House, a keen awareness of the existence and. 
concern for ending these patently unfair trading devices was evidenced. The 
Department of Commerce reporting requirements for participation in these boy 
cotts was revealed as both inadequate and easily misunderstood by the public;: 
yet, by the time the Senate and the House passed different anti-boycott bills,, 
procedural difficulties caused the Session to end without action on this serious; 
problem.

During 1976, four States enacted anti-boycott laws—Maryland, California, 
Ohio and Massachusetts (Illinois has had a law dealing with this general area 
in effect since 1965). Even if one accepts the authority of these States to legis 
late in this area—a proposition which has severe constitutional questions—other 
questions are easily raised. The AAPA recognized these problems at its annual 
convention and clearly saw such a proliferation of State laws would bring about 
confusion and fear to the shipper using Ports in a State with an anti-boycott law, 
as well as disrupt established competitive Port relationships. These other ques 
tions troubled the convention:

What effect has the law of Ohio had on foreign discriminatory boycotts 
other than to make shippers apprehensive about using the Port of Cleveland 
to ship goods to a nation espousing such a boycott, even though that shipper 
may not have agreed to do one discriminatory activity ?

Why should shippers in a large State with many excellent Ports, such as 
California, divert the cargoes to Ports thousands of miles away for no other 
reason than uncertainty over a State anti-boycott law being challenged in 
Federal Court for its constitutionality and not even being enforced by State 
officials?

How many shippers or steamship lines have been charged for violating the 
State anti-boycott laws?

The quesions could go on Mr. Chairman, and understandably shippers are un 
easy knowing that they could be fined $50,000 under the Maryland Boycott law 
for doing an act which has no fine under the the Massachusetts law or even no law 
in Virginia. I could go on with this litany of conflicting legislation, but let it suf 
fice to say that no two State boycott laws are idenical in their scope or penalty.

With the above in mind, the AAPA unanimously passed Resolution E-22 
which endorses federal preemption of State laws dealing with restrictive 
trade practices and boycotts. The AAPA clearly recognizes that unless strong 
anti-boycott legislation such as that in H.R. 1561 contains language preempting 
these State laws, those States having such laws will ironically become "discrimi 
nated against" because of their existence. The AAPA wants all Ports to be on 
an equal footing in this matter; moreover, I am told that there is a constitutional 
obligation on the Congress to ensure non-preference to any Port as a result of a. 
Congressional action (Article I, Section 9, Clause 6)—a situation which can only 
be prevented in this case, in my opinion, by preempting existing State laws on this 
subject. The States which have passed boycott laws should be commended for pro 
tecting their citizens prior to Congressional action on this matter, but they should 
also be aware of the fact that the Congress has a duty to preempt State statutes: 
when they are in conflict with the absolute powers of the Federal Government or 
contribute very little to the problem to the solved. Recent examples of Congres 
sional preemption of State law are the Federal Election Campaign Act of 1971, 
and the Employee Retirement Income Security Act of 1974 in areas outside of 
the absolute power of the Congress in the field of international commerce encom 
passed by H.R. 1561.

Although Resolution E-22 was unanimously passed by the AAPA in Convention 
assembled, I will be very frank with the Committee and tell you that my appear 
ance as their spokesman before you today is over the opposition of certain mem 
bers of Committee XI. These few dissenting members are from States not having 
boycott laws and who are incidentally doing a large volume of business with the 
Middle East. These dissenting positions do not weaken the AAPA position, but 
rather I feel exemplifies the need for preemption.

I am pleased to tell the Committee that the AAPA's position on preemption has 
received the endorsement of the Maritime Administration and we were most 
gratified to note the comments of the President of the United States, who on
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February 9, 1977 stated at the Department of Commerce his concern over these
•conflicting State boycott laws: * * * we also need to have as a last thing (in any 
Jederal boycott law) uniformity among the different States of the Nation in
•dealing with the (boycott)."

Therefore, I would urge the Committee to recognize a responsibility to in 
sure effective but equal application of the bill reported to the Senate and 
see that the Ports of this Nation having anti-boycott laws are not burdened by 
enactment of a federal law lacking clear preemption language. We therefore 
sincerely request the Committee to adopt the following amendment:

"The provisions of this Act, and of rules prescribed under this Act, supersede 
and preempt any provision of State law with respect to restrictive international 
trading practices and discriminatory boycotts."

Thank you and I will be glad to answer any questions you might have.

STATE PORT AUTHORITIES

Chairman ZABLOCKI. Mr. Halpin, Mr. Stanton in his testimony 
stated the Maryland Port Administration is a branch of the State 
government.

Mr. STANTON. That is correct.
Chairman ZABLOCKI. I would like to ask you, Mr. Halpin, is this 

the case with most of the State port authorities ?
Mr. HALPIN. There is a wide variance, Mr. Chairman. New York, 

as an example is a bistate agency created incidentally with approval 
of an act of Congress. The State of Virginia is a State agency, Toledo 
is a county-city agency. San Diego and Seattle are port districts which 
are created within a geographical boundary. New Orleans is a city 
agency with State support and help. Los Angeles is a city. Long Beach 
is a city. It varies in each case.

Chairman ZABLOCKI.. In Milwaukee it is a city agency.
Mr. HALPIN. Yes, sir. Both Mr. Stanton and I are well, acquainted 

-with its former port director, Mr. Brockel; as I said it varies around 
the country. I can say this: There is no major port in the United 
States which does not have as its leading developer and promoter 
.some kind of public agency, be it city, county, or State.

IMPACT OF STATE ANTTBOTCOTT LAWS ON SHIPPING

Chairman ZABLOCKI. Mr. Stanton, Mr. Halpin, can you provide the 
committee with any concrete evidence that business has been diverted 
from certain ports because of antiboycott laws in particular States 2 
. Mr. HALPIN. Mr. Chairman, testimony has been given at hearings 
in New York. Special hearings were held by the New York Assembly 
to the effect that passage of the bill in the State of New York did 
lead to almost an immediate diversion of cargo. Interestingly enough, 
in this case to our own port of Baltimore. This testimony has been 
publicly given. There is, therefore, concrete evidence that in the State 
that was, I suppose, the most publicized of all the States having a 
law—New York—an effect that was almost immediate.

PREEMPTION AMENDMENTS

Chairman ZABLOCKI. I note both of you gentlemen had proposed 
amendments to the legislation before us, H.R. 1561, regarding the
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preemption clause. Though I believe, Mr. Stanton, yours is a bit 
tighter, I think. I do not find any real problem with it. Yet never 
theless, I must ask the question. Do you foresee any problem if a 
clause were too broad that it might impact on State laws prohibiting 
nonf oreign boycott discriminatory actions ?

Mr. STANTON. Possibly so, Mr. Chairman. However, we do feel 
the preemption is extremely important. I recently stepped out of my 
formal role as administrator and made a field trip with our trade 
development people on the west coast to try to get the feeling of the 
major shippers engaged in Middle East trade.

One point that bothered these shippers most was this proliferation 
of State statutes racing into a field that they felt was reserved for 
the Federal Government. Therefore, they felt if a Federal law was 
enacted it should preempt the State laws.

We feel strongly that there would still be confusion in the minds 
of the shippers if the Federal law was enacted and the State laws 
remained.

Chairman ZABLOCKI. Thank you.
Mr. Derwinski.
Mr. Winn.
Mr. WINN. Thank you, Mr. Chairman.

AMERICAN ASSOCIATION OP POET AUTHORITIES

Either one of you can answer these questions. Maybe both of you 
would care to comment.

First, I do not know how many port authorities do not belong to the 
American Association of Port Authorities.

Mr. HALPIN. I know of none that are involved in any port of any 
significant size.

Mr. STANTON. Mr. Winn, it might be explained the American Asso 
ciation of Port Authorities is a hemispheric organization represent 
ing all U.S. ports including Puerto Rico, Guam, and Alaska. How 
ever, on this particular resolution, only U.S. members voted.

Mr. WINN. I thank you for that clarification. I was not aware of 
that.

THE STRENGTH OF STATE ANTIBOTCOTT LAWS

A Mr. Burch, the attorney general of Maryland, has stated that he 
favors Federal preemption if the Federal statute is stronger than 
the Maryland statute. Do you, gentlemen, regard H.R. 1561 as stronger 
in its present form than the Maryland antiboycott statute in force ?

Mr. STANTON. Mr. Congressman, we analyzed it and feel it is a 
stronger statute than the one that was enacted in the State of 
Maryland.

Mr. HALPIN. I concur on that.
Mr. WINN. Do you feel it is stronger than the other six States ?
Mr. HALPIN. I think you would have to take that almost State by 

State. With your permission, we might have Mr. Lidinsky who has 
been doing our legal research on that to make a comment on that.

Mr. WINN. I am trying to get an idea of whether Maryland fits into 
the six or eight, maybe you have additional information on what the 
other two will contain.
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STATEMENT OF RICHARD A. LIDINSKY, JR., ASSISTANT DIRECTOR 
OF TRANSPORTATION, MARYLAND PORT ADMINISTRATION

Mr. LIDINSKY. In appendix B of Mr. Stanton's statement, I listed 
the six State laws and the three States—Texas, New Jersey and Penn 
sylvania—where there are bills now pending. This question of strength. 
I think, comes down to how do you define strength ?

If strength is in the penalty, certainly Maryland with a $50,000 
penalty is a strong bill. But if you define it in the application and the 
scope of the bill, many lawyers that have looked at all six laws have 
conceded that Maryland is perhaps the weakest in that we have an 
exemption for cargo moving in international commerce. Since what 
we are talking about today is cargo in international commerce, it has 
been argued that the law is hardly worth the paper it is written on.

But be that as it may, I think it would be difficult to list in order of 
strength with the sole comment that New York is probably regarded 
as being the toughest of the group.

Mr. WINN. Is there any indication that the State of Maryland will 
toughen or strengthen their law ?

Mr. LIDINSKY. No; our legislature is now in session and there have 
been no bills introduced to strengthen the bill. There has been one bill 
introduced which clarifies and does some housekeeping on one of the 
sections. As 'Mr. Stanton said, the House of Delegates has just passed 
this resolution in effect urging Congress to act, and I doubt any other 
bills will be introduced.

CONSTITUTIONAL SUPPORT FOR PREEMPTION

Mr. WINN. Again for either one of you, you both refer to the con 
stitutional obligation on the Congress to insure nonpreference to any 
port as a result of congressional action.

Can you quote the constitutional reference to this obligation?
Mr. LIDINSKY. I do not have the Constitution with me, Mr. Winn, 

but as I recall it——
Mr. WINN. Can you ad-lib it?
Mr. LIDINSKY. I will try. That section which is section 9 of article 

I is a rather obscure section. I believe it is just one sentence saying the 
Congress shall pass no law giving preference to the ports of one State 
over that of another State.

Mr. WINN. Section 9, article I ?
Mr. LIDINSKY. Yes, sir. I am not certain of the clause.
Mr. HALPIN. I think, Mr. Winn, it is also pertinent to note in the 

one place where a State law is under attack, which is in California, 
it is under attack on the basis of the law being unconstitutional since 
it is involved in international trade and may even be a restraint of 
trade. This is one of the arguments, as an association we have been 
making—that the States are in an area which is a national/inter 
national area. Therefore, any law may be well subject to that kind 
of attack.

Mr. WINN. That is what I am trying to get at. I am trying to figure 
out how exactly can a Federal preemption of existing State laws on this 
subject fulfill this constitutional obligation.
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Mr. LIDINSKY. I think the argument could be made that if the Con 
gress allows certain State laws to stand which are questionable in their 
very existence by the force of other sections of the Constitution: the 
foreign commerce, the interstate commerce, and the full faith in credit 
clauses, and the 14th amendment—it ignores article I, section 9. If the 
Congress allows these laws to stand and in effect passes a boycott law 
without preempting them those States will suffer what might be termed 
a double statutory duty—that is to insure the Federal laws' enforce 
ment as well as their own State laws. They will feel the brunt of ship 
pers avoiding those States because we know the Federal law applies 
everywhere, less are fearful of State laws on this subject. If Congress 
does not preempt, they are in effect letting these State laws stand and 
serving as a second hurdle to shippers using ports in California, 
Maryland, or New York.

Mr. WHALEN. Would the gentleman yield ?
Mr. WINN. I would be glad to.
Mr. WHALEN. I may have missed this point. Have any of the State 

laws been attacked in the Federal courts as being in violation of the 
Federal Constitution ?

Mr. LIDINSKY. Yes, sir, California.
Mr. WHALEN. You indicated California ?
Mr. LIDINSKY. California.
Mr. WHALEN. How far has that progressed ?
Mr. LIDINSKY. I believe there is going to be a hearing in a month 

or two.
Mr. WHALEN. So it is still at the District Court level? .
Mr. LIDINSKY. Yes, sir; interestingly enough the attorney general 

of California has stated that he will not enforce the California law 
until it is cleared up in the Federal court.

DIFFERING STATE ANTI-BOYCOTT LAWS

Mr. WINN. This is kind of a leading question, but, do you think 
there might have been some politics involved since New York had the 
toughest law and Maryland the weakest and you got most of their 
business?

Mr. LIDINSKY. I will yield on that one.
Mr. STANTON. As a matter of fact, Mr. Congressman, it was not 

business we sought. We have very strong business with the Middle 
East. We are really concerned about the business that would naturally 
flow through the Port of Baltimore rather than aversion from New 
York. Our law was really in the attorney general's interpretation, it 
turned out to be quite innocuous in every respect other than the fine, 
$50,000, which is the largest fine contemplated by any State, to my 
knowledge.

Mr. HALPIN. I think if I may it is also important to note again, 
using our own State of Maryland as an example, that during testi 
mony last year when the bill was before committees, the matter 
of Federal legislation came up. As a matter of fact, it was part of 
Mr. Stanton's testimony.

There were no arguments by the proponents of the Maryland bill. 
There was a Federal measure. The argument was we cannot be sure



226

Congress will act. We want to plug the hole at least in Maryland. 
Yes, we will support the Federal legislation. I think that is probably 
prevalent also in the other States where the move was made. The idea 
being in the absence of the Federal bill, the least we can do is to close 
the door in this area so even the proponents of the State bill, to our 
knowledge, would support the Federal bill and preemption.

Mr. WINN. I think that in part answers my question on whether 
there was a political involvement or not.

Mr. LIDINSKY. Yet, the interesting thing to note, Mr. Winn, speak 
ing of political involvement, with the exception of the two informal 
complaints which were filed in New York against the two large banks 
under the New York statute, in these six States which are all having 
laws now in effect, not one person has been prosecuted under these 
laws. That, I think, gives you some indication of the feeling of the 
attorney generals of those States as to the constitutionality of these 
acts.

Mr. WINN. Yes, I think it does, too.
Thank you, Mr. Chairman.
Chairman ZABLOCKI. Mr. Nix.
The Chair has called Mr, Derwinski and Mr. Nix so the record 

would show they were present for the testimony. They obviously had 
other commitments and are not here for the questioning period.

Mr. Lagomarsino.
Mr. LAGOMARSINO. Thank you, Mr. Chairman.

IMPACT OF H.K. 1561 ON UNITED STATES-MIDDLE EAST TRADE

A lot of witnesses who appear in support of this legislation say that 
they do not feel enactment of H.E. 1561 will have any effect on trade 
with Middle East nations. Would you say from your experience that 
they are wrong ?

Mr. STANTON. Mr. Congressman, my experience on this would indi 
cate trade would not be materially affected, that goods would be 
bought in the United States by the Middle East countries. They are 
not buying in America because they love us that much. My visit to 
the Middle East and contact with shippers, they are here because they 
are getting the quality and service of goods they want. I personally 
do not think there would be a material drop in our sales of American 
products and services to the Middle East.

Mr. LAGOMAESINO. How do you account for the diverting of cargoes 
from New York to Baltimore ?

Mr. STANTON. The cargoes are still moving out of the United States 
to the Middle East while the shipments were moving out of New 
York. Had they halted those and diverted them to Baltimore, among 
other ports, they still continue to have an outlet.

In fact, my whole objection to this piecemeal State-by-State ap 
proach is you are in effect locking up just a few holes in the sieve and 
the shipper can divert his cargo to a port where there is no State 
statute.

Where we have the entire State closed will there be a diminution of 
American business there, my frank opinion is we will see no serious 
diminution.
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Mr. LAGOMARSINO. Are you saying then shippers are diverting car 
goes because it is easier to do that, why bother, why go through the 
possibility of being charged with a violation of the law; is that what 
you are saying? . . •

Mr. STANTON. That is exactly what I am saying. I feel the Middle 
East nations buying in the United States have done a great deal of 
international shopping and they found the products and the services 
they want here with the Americans and that is why we are getting 
their business.

Mr. LAGOMARSINO. So everybody is in the same boat.
Mr. STANTON. Exactly. You must understand Japan and Germany 

and other countries in Europe are doing very substantial business in 
the Middle East, too. I do not believe their capacities are such or serv 
ices are as good as they are getting in the United States.

NEED FOE A STRONG FEDERAL ANTIBOYCOTT LAW

Mr. LAGOMARSINO. I agree with you. I do not think we can have any 
order here unless we have a preemption. I would take exception and 
be concerned about the position of the attorney general of Maryland 
if he really means what he is saying.

I think we would be right back where we are now if we have a 
preemption statute or preemption amendment that provides that as 
long as the Federal law is stronger than a State law; then we start up 
the competition all over again to see what States can devise the strong 
est antiboycott legislation.

Mr. LmiNSKY. I would agree with you. I think his intent there was 
to show the State laws should not be lightly cast away unless the Fed 
eral was "strong enough."

Mr. LAGOMARSINO. Of course, if what you are saying about Mary 
land law is accurate, and I assume it is, then he really isn't saying very 
much anyway.

Mr. LIDINSKT. In that context, I would agree with you.
Mr. LAGOMAESINO. Back to the reference to the constitutional obliga 

tion on the Congress. I think you can make a very good argument for 
your point without bringing that up. I really do not quite see how it 
applies because apparently it says to assure nonpreference to any 
port as a result of a congressional action. There has been no congres 
sional action. But there would be.

Mr. LIDINSKY. There would be. It was cast in that sense if Con 
gress passed without the preemption.

AAPA POSITION ON PREEMPTION OF STATE ANTIBOYCOTT LAWS

Mr. LAGOMARSINO. Mr. Halpin, you mentioned dissent from some 
of your association members regarding the position you take in your 
statement. Do these members represent port authorities—some obvi 
ously do—represent port authorities that do not have antiboycott 
legislation ?

Mr. HALPIN. Yes, sir. The Committee XI as all AAPA committees 
are made up of representations from all the coastal ranges. Basically 
we break that down to Great Lakes, North Atlantic, South Atlantic, 
and gulf. The South Atlantic representatives have supported this with
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preemption. The California, obviously. The North Atlantic, obviously. 
The only objections we have had which we would have suspected that 
we would have had were from the gulf ports of Houston and Galveston. 
They are No. 1. Houston is a major product moving port since so 
much of the control is in Houston. For instance, my own port does a 
very heavy solicitation now. Most of these States do not have a pre 
emption law and they do not have a bill really and they do not want 
one.

So that is the only dissent, if you will, that we have had from the 
entire committee. The South Atlantic and there are no antiboycott bills 
in the South Atlantic. However, they support the AAPA position. I 
might say the resolution was passed as the association has a position. 
We felt in fairness to those member ports those statement should be in 
our statement. I think it is fair to say there are some who had some 
concern about it.

Mr. LAGOMARSINO. Thank you.
Chairman ZABLOCKI. Mr. Pease.
Mr. PEASE. I have no questions, Mr. Chairman.
Chairman ZABLOCKI. Mr. Whalen.
Mr. WHALEN. Thank you, Mr. Chairman.
Gentlemen, as I indicated this morning, there are a number of issues 

I think are important that this committee is going to have to resolve. 
One of the issues, obviously, is this question of preemption. I think your 
testimony this afternoon has been very helpful and it seems to me the 
association's recommendations will certainly be looked at very favor 
ably, I believe by our committee.

So, I do want to thank you for the assistance that you have rendered 
us in deliberating this particular measure.

Thank you, Mr. Chairman.
Chairman ZABLOCKI. Mr. Bedell.
Mr. BEDELL. I have no questions.
Chairman ZABLOCKI. Are there any other questions ?
\No response.]
Chairman ZABLOCKI. If not, gentlemen, we sincerely thank you for 

coming before the committee and sharing with us your views.
Thank you, Mr. Stanton, Mr. Halpin.
The committee stands adjourned until 9:30 a.m. tomorrow when the 

committee will hear from the Special Presidential Emissary, Mr. Clark 
Clifford, reporting on his trip to Cyprus, Greece, and Turkey. There 
after, the committee anticipates marking up the following items: the 
fiscal year 1977 supplemental military assistance for Portugal, H.K. 
3976; fiscal year 1977 State Department supplemental requests com 
prising the supplemental for calendar year 1975-76 UNESCO 
arrearages and calendar year 1977 assessment; supplemental requests 
for Soviet refugee assistance for Indochinese refugees in Asia; and 
authorization under the special foreign currency program to pur 
chase and construct three, 36-unit staff apartment buildings in Cairo, 
Egvpt, for embassy and AID personnel.

The committee stands adjourned until 9:30 a.m.
[Whereupon, at 2:30 p.m., the committee adjourned, to reconvene 

at 9:30 a.m., Monday, March 14,1977.]



EXTENSION OF THE EXPORT ADMINISTRATION
ACT OF 1969

MONDAY, MABCH 14, 1977

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON" INTERNATIONAL RELATIONS,

Washington, D.C.
The committee met at 10:15 a.m. in room 2172, Rayburn House Office 

Building, Hon. Clement J. Zablocki (chairman of the committee) 
presiding.

Chairman ZABLOCKI. The committee will please come to order. 
We meet this morning to continue hearings on H.R. 1561, Extension 

of the Export Administration Act, with the Honorable Juanita Kreps, 
Secretary of Commerce, as our witness.

Because Secretary Kreps has a Cabinet meeting this morning and 
because of another matter which the committee must consider, Secre 
tary Kreps' testimony will not commence until approximately 10:30 
a.m.

ALLOCATION OF BUDGET TOTALS

The matter of business which I would now like to call to the mem 
bers' attention is a draft report—I understand that the draft report is 
on every member's desk—entitled "Allocation of Budget Totals under 
the Third Concurrent Resolution on the Budget for Fiscal Year 1977."

The Congressional Budget Act of 1974 requires each standing com 
mittee, as soon as practicable after the filing of a conference report on 
a concurrent resolution on the budget, to submit to the House a report 
allocating its current spending authority within the committee and 
subdividing such authority between controllable and uncontrollable 
accounts.

The items contained in the draft report represent trust funds under 
fcho committee's jurisdiction which are not subject to the annual 
authorization/appropriation process and are therefore classified as 
uncontrollable accounts.

The amounts have no impact on the recommendations to the Budget 
Committee for fiscal year 1978 which were approved by the committee 
on March 3.

The purpose of the renort is to assist the Budget Committee in the 
scorekeoning process with respect to the spending ceilings set for fiscal 
year 1977.

I realize, the members have 'had a brief time to peruse and scan the 
report before them. However, if there are any questions, the staff is 
prepared to respond. If there are no questions or discussion on the 
report, the Chair will entertain a motion directing the Chair to submit 
the report to the House.

(229)
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Mr. BUCHANAN. Mr. Chairman, I so move.
Chairman ZABLOCKI. The motion has been made. All those in favor 

-signify by saying, "aye."
fOhorus of "ayes."]
Chairman ZABLOCKI. Opposed, "no."
|No response.]
Chairman ZABLOCKI. The report is acted upon favorably and will be 

reported to the House.
The committee will stand in recess informally until the arrival of 

Secretary Kreps.
[Whereupon, a brief recess was taken.]
Chairman ZABLOCKI. The committee will come to order.
Secretary Kreps, indeed it is a pleasure to have you before the com 

mittee today. This is your first appearance before us. We congratulate 
you on your appointment. We wish you well and look forward to a 
cooperative relationship with you and your Department in the future.

We have heard from Secretary of State Vance, Jewish organiza 
tions, business groups, and State port authorities. As the Department 
of Commerce is the principal Department responsible for implement 
ing the Export Administration Act, it is appropriate that we close 
these hearings with your testimony.

I understand that your office has been coordinating the effort to de 
velop an executive branch position on title II, the antiboycott provi 
sion, and the committee is most anxious to hear your statement. With 
out further ado, Madam Secretary, we welcome you and invite you to 
commence your testimony. If you will proceed, please.

STATEMENT OF HON. JUANITA M. KEEPS, SECEETAEY OF
COMMEECE

Secretary KREPS. Thank you, Mr. Chairman. I, too, welcome this op 
portunity to appear before the committee to discuss what I believe is 
necessary legislation to prohibit foreign boycott practices that go be 
yond commercial dealings and intrude into the lives and business deci 
sions of U.S. citizens.

EXECUTIVE SUPPORT FOR ANTIBOYCOTT LEGISLATION

As you know, I personally as well as the administration support the 
enactment of legislation to strengthen our ability to prevent such in 
trusions. We appreciate the extensive work that has been done to date 
by this committee and others in the Congress.

In his recent appearance before this committee Secretary Vance 
stated the general principles which we believe should guide the United 
States in antiboycott legislation. Since then, in cooperation with your 
staff, we have been able to make progress on a number of items.

I should like to take note of the constructive discussion which has 
taken place among leaders of Jewish organizations and the business 
community under the auspices of the Anti-Defamation League and the 
Business Eoundtable. These discussions have resulted in a joint state 
ment of principles which should prove most useful as a framework 
within which to advance our mutual efforts towards the enactment of 
sound legislation.
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We are in full accord on prohibitions against all foreign boycott i 
practices which could cause discrimination against U.S. citizens on 
the basis of race, color, religion, sex or national origin—criteria which 
are well established in our civil rights law.

While the Department's export administration regulations already 
prohibit the taking of most such actions and while we recognize that 
foreign boycott practices, with rare exceptions, have not sought to re 
quire discrimination against Americans of a particular religion or eth 
nic origin, it is essential that all such discriminatory practices against 
United States citizens which arise out of foreign boycotts be specifi 
cally prohibited by statute.

We would continue to prohibit the furnishing of any information 
concerning the religion or ethnic origin of Americans.

Second, we are in full accord that the law should prohibit U.S. per 
sons from generally refusing to do business with a boycotted country 
friendly to tlhe United States, or the nationals of that county, in order 
to comply with a foreign boycott.

For example, U.S. persons should not be permitted to refuse a licens 
ing agreement or other general arrangement to do business with 'a 
friendly nation or its nationals on the basis of boycott considerations.

And, third, we are in full agreement that no U.S. person should be 
permitted generally to refuse to do business with another U.S. person 
in order to comply with foreign boycott requirements. We should not 
permit foreign boycotts to cause American firms to boycott other 
American firms.

The joint statement of principles would prohibit such refusals to do 
business if such actions are taken pursuant to an agreement, and we 
feel this stand merits serious consideration.

In.addition, new antiboycott legislation should, to be fully effective, 
supplement the "refusal to deal" provisions by prohibiting the furnish 
ing of certain types of information by U.S. persons in compliance with 
a foreign boycott. On the other hand, we believe that a company should 
be able to furnish normal business information in a commercial context. 

The law should also reach the transactions of foreign subsidiaries 
of U.S. concerns to the extent that they participate in the foreign com 
merce of the United States.

While we should not attempt to dictate by U.S. domestic law the 
terms of transactions which involve only the commerce of the coun 
try in which a foreign subsidiary resides, we can and should reach 
transactions involving foreign subsidiaries of U.S. concerns (a) where 
the transaction is designed to circumvent our antiboycott law or (Z>) 
to the extent the foreign commerce of the United States is involved.

However, as the joint statement of principles recognizes, a U.S. 
person should not be required to contravene the laws, regulations or 
official policy of a foreign country with respect to such person's ac 
tivities within such country.

PENALTIES

To put teeth into these provisions, we have suggested that both the 
civil and criminal penalties under the Export Administration Act be 
increased; the maximum civil penalty should increase from the pres 
ent $1,000 to $10,000 per violation and the maximum criminal penalty 
should rise to $50,000 per violation.
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The Department of Commerce will continue to work closely with 
the Department of Justice, through the Export Administration Act 
mechanisms and with the Commerce Department administrative and 
regulatory support, to establish and maintain a strong and effective 
enforcement capability.

I believe that the antiboycott legislation must be clear, simple and 
precise so that the U.S. businessman and his foreign customers as well 
as all other persons can understand exactly what they may and may 
not do.

POLICY STATEMENT

To further this objective, the ambiguities present in the section 3(5) 
policy statement should be eliminated. The act now declares certain 
types of business practices to be "contrary to U.S. policy" but stops 
short of prohibiting such practices.

The result is an ambivalent standard. Section 3(5) should simply 
state that it is the policy of the United States to oppose unsanctioned 
foreign boycotts, and this policy should be implemented by clear pro 
hibitions. We have had fruitful discussions with committee staff on 
this point.

REPORTING REQUIREMENTS

The administration also believes that the present extensive report 
ing requirements under the Export Administration Act should be 
curtailed. They exceed what is necessary for effective enforcement of 
the legislation as well as requirements for information.

We therefore might, for example, limit reporting to requests for 
prohibited information or action. This change would relieve both the 
businessman and the Government of a heavy reporting burden; there 
are now approximately 11,000 reports per month. By reducing this 
enormous and unnecessary paper flow, the Department would be able 
to concentrate its limited manpower and other resources on the more 
important matter of enforcement. The Secretary should have authority 
to increase reporting requirements as necessary.

Boycott reports that are required would continue to be made pub 
lic except for limited proprietary information. The suggestion in the 
joint statement of principles that the names of reporting firms not 
be generally disclosed merits our serious consideration.

PREEMPTION OF STATE ANTIBOYCOTT LAWS

The legislation should expressly preempt State laws insofar as they 
apply to foreign boycotts. The growing proliferation of State and 
other antiboycott laws places on U.S. firms the unfair burden of hav 
ing to comply with an ever-increasing number of overlapping, and 
sometimes conflicting, sets of requirements.

It is difficult as well for customers in other countries who wish to 
accommodate to our requirements. Preemption would establish a single 
clear and uniform standard for the United States.

ANTIBOYCOTT REGULATIONS

All of the foregoing points are, of course, premised on two founda 
tion blocks. The first is the Export Administration Act, which should
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be extended as soon as possible. The act is the basic authority necessary 
to carry out these antiboycott amendments. The second is the continued 
authority of the Secretary of Commerce to promulgate regulations 
concerning unsanctioned foreign boycotts.

I propose to promulgate new antiboycott regulations with as much 
clarity and specificity as possible. Since it is not possible to anticipate 
every problem or every changing circumstance, the flexibility as well 
as the detail of regulations is necessary. I intend to provide full op 
portunity for public comment if adequate time for such comment is 
provided in the act.

GENERAL GUIDING PRINCIPLES

Finally, let me mention briefly some of the limits that we believe 
new legislation should respect. First, as Secretary Vance has pointed 
out, we must take into account that States do exercise their sovereign 
rights to regulate their commerce and to decide, if they wish, to refuse 
to deal with other nations or the firms of other nations. They have the 
right to control the source of the imports as well as the destination 
of their exports.

We are in agreement with the joint statement of principles that the 
legislation should not prevent a U.S. person from, among other things, 
complying or agreeing to comply with the laws or regulations of a 
foreign country prohibiting import of goods or services from, or 
produced by a national or resident of, another country; meeting cer 
tain shipping requirements, shipping and import document require 
ments, export shipment or transshipment requirements; or complying 
with a unilateral selection by a foreign country or any national or 
resident—including a U.S. person—thereof, of participants in a par 
ticular transaction.

We agree further with the Anti-Defamation League and the Busi 
ness Roundtable that, without violating the intent of the basic pro 
hibitions, the law should protect a U.S. person from prosecution:

As a result of such person's observance of the laws and regulations of a foreign 
country with respect to such person's activity directed to or within such coun 
try or a unilateral and specific selection of a supplier of goods or services.

For example, an American firm which is a resident of a foreign 
country should be permitted to select suppliers of goods and services 
for importation into that country in a manner which is consistent 
with the laws and regulations of the country in which it resides. Sim 
ilarly an American firm should be permitted to honor the unilateral 
selection of insurers or carriers of a transaction by a foreign country, 
its nationals or residents.

Such legislation must, however, meet our goals of protecting our 
citizens from discrimination and economic compulsion.

While this framework must be translated into specific statutory lan 
guage. I believe that the provisions I have urged today will sharply 
strengthen the position of the United States against the most intrusive 
aspects of foreign boycotts while still not interfering unduly with our 
important economic and political interest in other countries or jeopar 
dizing the ability of the United States to work toward a lasting settle 
ment in the Middle East.
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Mr. Chairman, I should like to introduce to the members of the 
committee Mr. C. L. Haslam, General Counsel-designate of the De 
partment of Commerce, and Mr. Homer Moyer, Acting General Coun 
sel of the Department. If there is no objection, I would like to re 
quest that these gentlemen be permitted to assist me in the question 
period.

Chairman ZABLOCKI. There is no objection. Thank you, Secretary 
Ivreps, .for your excellent statement. Since this is your first visit, I 
will explain we are under the 5-minute rule; members are permitted 
to ask questions for 5 minutes. If time permits, we go around a sec 
ond time.

BOYCOTT REPORTING REQUIREMENTS

Secretary Kreps, over the past 2 weeks this committee, as I stated 
in my opening remarks, received testimony from Secretary of State 
Vance, Authur Downey of your Department and business representa 
tives. In their testimony, they had observed that the current report 
ing requirements under the antiboycott policy statement in the Export 
Administration Act are burdensome on U.S. business and/or the 
Commerce Department. And indeed you have made the same observa 
tion in your testimony.

I hope we can have a clarification of this matter because to date we 
have been unable to determine exactly what the complaints are and 
whether the Department is proposing legislative changes in this area. 
The issue seems to revolve around matters on which the committee 
would appreciate your opinion.

For example, on page 7, you do refer to the possibility of promul 
gating certain regulations. If the Department feels the current 
reporting requirements are burdensome, does it have the flexibility to 
alter them or is congressional action necessary?

Secretary KEEPS. I think, Mr. Chairman, that we would require 
statutory action on this. I will be glad to check that with counsel but 
it is my understanding the reporting requirements are specified in the 
law and they are not part of our regulations.

STATEMENT OF HOMER E. MOYER, JR., ACTING GENERAL COUNSEL, 
DEPARTMENT OF COMMERCE

Mr. MOYER. If I might follow up on that, that is correct; you will 
recall that in the 1965 legislation, broad reporting requirements were 
required. The legislative history alludes to that as an interim measure.

We are now, of course, faced with the prospect of specific prohibi 
tions which, in our view, alleviate the need for quite so broad a report 
ing scheme. What we have suggested would be reporting requirements 
tailored perhaps to requests calling for either information or action 
that would be prohibited specifically under the act.

Chairman ZABLOCKI. And the Department is prepared to offer lan 
guage in that respect?

Mr. MOYER. Yes, we can, Mr. Chairman.
Chairman ZABLOCKI. Madam Secretary, should U.S. companies be 

required to report only actions which would be prohibited under pro 
posed antiboycott legislation or all boycott-related requests so that the 
Government can continue to monitor the extent of the boycott? You
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seem to prefer the former and we would like to know why. This will 
assist us in spelling out by legislation the regulations.

Secretary KREPS. Yes, sir. We would prefer that we report only 
those boycott requests which call for prohibited actions; and, if we are 
able to write the law as clearly as I believe we can, then, I think, the 
businessmen would have no difficulty in ascertaining what should be 
reported and that would allow the Department to concentrate on the 
enforcement of the prohibited actions.

We would, of course, like to save authority to increase reporting 
requirements if we find that that is necessary.

Chairman ZABLOCKI. Are there certain persons or service organiza 
tions such as banks, freight forwarders, insurance companies, which 
should not be required to report because the reporting simply dupli 
cates the reporting of others ?

Mr. MOYER. I might answer that, if I may, Mr. Chairman. Under 
our proposed formulation it would indeed relieve duplicative report 
ing requirements, particularly in cases where the reports request 
information that is not prohibited under the statutory prohibitions.

Chairman ZABLOCKI. You are satisfied that there would not be any 
circumvention of the law if these reporting requirements are dropped ?

Mr. MOYER. If there were—and we receive information regularly as 
to the nature of the boycott—discretion to increase reporting require 
ments would allow us to institute requirements to cover precisely those 
situations. To date the bulk of the reporting requirements has served 
informational purposes only.

Secretary KREPS. Mr. Chairman, may I just reemphasize that we 
feel strongly on this point only because of the amount of work in 
volved and the fairly useless nature, we think, of some of the report 
ing. We can, of course, continue to collect those reports but they do 
not aid us, will not aid us, in the followup to actual infringements of 
what we think the law might well provide.

CERTIFICATES OF ORIGIN

Chairman ZABLOCKI. We have, heard testimony regarding the nega 
tive certificates of origin. Madam Secretary, in your opinion, should 
negative certificates of origin be outlawed under the proposed anti- 
boycott clause?

Secretary KREPS. There are several points to be made in connection 
with negative certificates. First of all, negative certificates of origin 
are used to enforce the primary boycott, and we do not, of course, 
challenge the right of the country to exercise a primary boycott. 
Nevertheless, the administration would -not oppose a prohibition 
against negative certificates of origin although they do relate to the 
primary boycott.

If Congress should determine, that negative certificates of origin 
should be prohibited, the administration would suggest that there be 
a 1-year period before this prohibition goes into effect.

Finally, we should note with pleasure that Saudi Arabia has shifted 
voluntarily from negative to positive certificates of origin and we 
believe some additional time might be appropriate to allow other coun 
tries to move voluntarily in this direction.

87-231—77———16
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Chairman ZABLOCKI. May I just finally ask: How did the admin 
istration come to the determination that 1 year would be the proper 
amount of time necessary ? Why not 6 months ?

Secretary KEEPS. That was a judgment which we would be glad to 
take another look at if you think a shorter time period would help.

Chairman ZABLOCKI. I was thinking a longer time is necessary.
Secretary KEEPS. It just seemed to us a reasonable time period given 

the other requirements we would be working out.
Chairman ZABLOCKI. Thank you, Madam Secretary.
Mr. Broomfield.
Mr. BKOOMFIELD. I have no questions, Mr. Chairman.
Chairman ZABLOCKI. Mr. Buchanan.

ADMINISTRATION COMMENTS ON H.K. 1561

Mr. BUCHANAN. Thank you, Mr. Chairman. I think it is very im 
portant for us to be sure—and I must apologize because I have been 
in and out—that we have response from the administration on H.R. 
1561 and any revisions in that specific bill that you may wish—and 
perhaps you have done this; my apology if you have—since this is, 
itself, a fruit of substantial negotiating process and is very likely to 
pass as is; otherwise, I think it is essential we be very clear on any 
variations on that you may support.

Secretary KEEPS. I would like to respond to that in some detail 
but, if I may, leave to my staff and yours any polishing of these sug 
gested changes. As I indicated in my testimony, we have very broad 
agreement with the proposed legislation. We do have some particular 
recommendations. They are these:

(1) Section 4A(a) (1) (b)—if you want all these numbers—should 
be changed, we think, to add the phrase "pursuant to an agreement," 
as suggested by the ADL Business Roundtable joint statement.

(2) Section 4A(a) (2) should be qualified to make clear the act does 
not prohibit the furnishing of general information about a firm's 
experience in resources in doing business abroad and where such 
information is requested in a normal commercial setting.

(3) Preemption provisions, we think, should be added to section 
4A(a) (3) providing for the preemption of the State antiboycott laws.

(4) Section 4A(b) (2) should be amended to require that, subject 
to the Secretary's discretion, reporting requirements should be ex 
tended only to requests for prohibited information, the point that the 
chairman was just pursuing.

(5) The policy statement of the act, section 3(5)(b), should be 
amended along the lines I suggested in my testimony.

(6) The bill should be amended, perhaps in section 4A(a) (4) to 
provide some grace period for contracts already in existence but not 
yet completed.

(7) Section 11(2) should be clarified to indicate the bill's prohi 
bitions extend to all foreign subsidiaries where U.S. commerce is 
involved.

Actually there has been progress on all of these and more tech 
nical aspects of the bill in the working of the two staffs. But at least 
those changes we would hope you would take into consideration.
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Mr. BUCHANAN. Thank you very much. Thank you, Mr. Chairman.
Chairman ZABLOCKI. Mr. Eraser.
Mr. FRASER. I want to congratulate you on a good statement.

WHAT CONSTITUTES COMPLIANCE WITH A FOREIGN BOYCOTT

I do have a question; maybe this has been covered. The question of 
"when an agreement is found" remains one of the unresolved issues 
here—in other words, when conduct by an American firm in compliance 
with a requirement of another country may constitute entering into an 
agreement. Is that a matter that is resolvable ?

Secretary KREPS. I am not sure it is resolvable, but let me just ex 
pound a moment on what we think of as "pursuant to an agreement." 
The administration believes the term "pursuant to an agreement" is 
appropriate. The ADL-Business -Eoundtable joint principles adopt 
this formulation. But I would want us to note that we do not construe 
this language as limiting the prohibition to instances of an express 
agreement. We believe that it would fully cover those situations in 
which the existence of an agreement could be inferred from a course of 
conduct and that that would be prohibited even in the absence of an 
explicit agreement.

May I ask, do you have anything you want to add to that ?
Mr. MOYER. Simply the point that that, Mr. Fraser, would reach 

situations in which there is not an expressed agreement but an agree 
ment could be inferred from a pattern of trading conduct, for example.

Mr. FRASER. There is this case: a U.S. exporter sends a tractor to a 
country which is attempting to maintain a boycott. On the tractor 
there is an item from a source found objectionable. The question is 
whether complying with the requirement of the importing country to 
substitute for that item would constitute an agreement or would sim 
ply be compliance with that country's import requirements.

Mr. MOYER. With respect to your question whether an agreement is 
present, that would necessarily turn on the particular facts of that case. 
The hypothetical case you put could represent, for example, one aspect 
of a course of conduct from which an agreement could be inferred; 
and, under those circumstances, the prohibition, of course, would 
apply.

Mr. FRASER. Thank you very much.
Chairman ZABLOCKI. Mr. Hamilton.

ADMINISTRATION AMENDMENT TO H.H. 1501

Mr. HAMILTON. Madam Secretary, would you furnish for this com 
mittee a list of these amendments you would like to make to H.R. 1561 ? 

Secretary KREPS. Yes, sir. 
[The information supplied by Department of Commerce follows:]

ANSWEB TO ADDITIONAL QUESTIONS BY HON. LEE H. HAMILTON
1. Normal business information in a commercial context.—This refers to gen 

eral information—as distinguished from information solely about the boycotted 
country—that a U.S. firm might be asked in the normal course of business. For 
reasons unrelated to the boycott, a customer might wish information about a 
firm's experience or overseas operations. The bill should not prohibit the furnish 
ing of this type of information. Likewise, the bill's prohibitions should not reach 
information about relations with or in a boycotted country where such informa-
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tion is contained, for reasons unrelated to the boycott, in materials commonly used 
in commerce or by firms. The prohibition should not reach for example, informa 
tion about a subsidiary in a boycotted country that appears in a company's an 
nual report.

(2) (a) Requisite intent.—The Administration believes that the requirement 
of "intent" is implicit in the bill. While the addition of specific language, such as 
"with intent to further or support the boycott," would add clarity, we do not 
believe it would substantially change the meaning of the bill.

(b) Agreement.—The Administration believes, consistent with the ADL-Busi- 
nesa Roundtable statement, that the prohibition should extend to action taken 
"pursuant to an agreement." This language should be understood, however, to 
apply fully to agreements that can be inferred from a course of action.

(3) Employment discrimination.—No company could recruit prospective em 
ployees on the basis of religion or national origin, even where a contract were 
to be performed in a boycotting country. In hiring for such a project, a company 
could, however, require that the ability to secure entry into the country in which 
the job is located is a requirement for that position. As we read the proposed legis 
lation, this distinction would be possible although specific clarifying language 
might be desirable. In response to the second part of your question, a company 
could employ elsewhere a person who could not gain entry into the project 
country.

REFUSE TO DEAL WITH A U.S. PERSON

Mr. HAMILTON. Thank you. I believe one of the main points of con 
tention relates to the provision which prohibits a U.S. person from re 
fusing to deal with another American person. That provision some 
times runs into conflict—as your statement recognizes—with the right 
of any sovereign nation to deal with whom it wants to deal. The provi 
sion could place an American company in the position of having either 
to ship goods that it knows will be seized or rejected because of com 
ponents in the product or simply to forego the business.

The joint statement of principles, as I understand it, offers a way 
around this problem by recognizing that H.R. 1561 does not prohibit 
a purchaser in the boycotting country from unilaterally selecting the 
products or components it is willing to purchase.

Is that solution offered in that joint statement a workable and ac 
ceptable solution in your judgment ?

Secretary KEEPS. Yes, I think the position taken- by the joint state 
ment that finds acceptable a unilateral selection process would be ac 
ceptable to the administration. The administration believes that a 
proper distinction can be drawn as to whether the American firm 
actively participates in the decision to exclude blacklisted companies as 
opposed to whether the decision is communicated to the American firm 
in the form of an instruction on that particular purchase from the 
customer.

And thus we would say it would be permissible for there to be uni 
lateral selection by a foreign country or its nationals or residents, in 
cluding an American firm, of the persons who would participate in 
putting the item together.

EXTRATERRITORIAL REACH OF AN ANTIBOTCOTT LAW

Mr. HAMILTON. On a second difficult issue, that of the extraterritorial 
reach of the law, does it make any sense to provide an escape clause to 
meet specific instances where the U.S. law would come into conflict with 
the laws of another country, in effect where an American company is 
faced with violating the U.S. antiboycott law or violating the laws
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of another country? Does the administration favor having the au 
thority to waive the provisions of the law if a company finds itself 
in that kind of a situation ? Is it necessary ?

Secretary KEEPS. Mr. Hamilton, may I defer to Mr. Haslam or Mr. 
Moyer for that somewhat technical response. It may be they do not 
know, either.

STATEMENT OF C. L. HASLAM, GENEEAL COUNSEL-DESIGNATE, 
DEPARTMENT OF COMMERCE

Mr. HASLAM. We have not specifically requested a waiver provision. 
We would certainly be willing to consider one, to discuss one with the 
committee and its staff. A provision for a waiver may well provide an 
opportunity to weigh the impact of the law if the circumstances should 
arise in which it Avas involving the United States in substantial con 
flict with another government.

We have not specifically requested a waiver. I do not think the ad 
ministration would oppose provision of a waiver.

Mr. HAMILTON. It is not in the list of amendments you are going to 
submit to us for H.E. 1561 ?

Mr. HASLAM. It is not presently in that list. It is an item we have 
considered. We have not conclusively decided against that idea. We 
are in the process of considering now whether we would like to request 
a specific waiver.

LETTERS OF CREDIT

Mr. HAMILTON. On another question, relating to the processing of 
letters of credit, as I understand it, H.E. 1561 permits banks to process 
letters of credit with boycott provisions but would not allow the bank 
to refuse to honor the letter of credit because the beneficiary failed to 
meet some of the boycott provisions.

In place of this provision, some have suggested that banks should 
simply be prohibited from processing letters of credit which contain 
boycott provisions. Do you have an opinion on that?

Mr. MOYER. I might respond if I may. We prefer the former formu 
lation as you outlined it. The latter, broader prohibition, I think, 
would be in lieu of the exception presently in the bill and we, on this 
point-

Mr. HAMILTON. You agree with the bill——
Mr. MOYER. We agree with the bill.
Mr. HAMILTON [continuing]. Which would permit banks to process 

letters of credit with the boycott provisions in it ?
Mr. MOYER. Would not place a bank in a situation of having to 

disregard a substantive requirement except in the risk of loss.
Chairman ZABLOCKI. The time of the gentleman has expired.
Mr. HAMILTON. Thank you, Mr. Chairman.
Chairman ZABLOCKI. Mr. Whalen.

PREEMPTION OF STATE ANTIBOYCOTT LAWS

Mr. WHALEN. Thank you, Mr. Chairman. Madam Secretary, there 
are several issues the committee is going to have to wrestle with. One 
of them, of course, is the preemption doctrine. I would welcome your
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remarks on that particular subject. I think your comments would be 
very helpful in resolving this issue.

CERTIFICATE OF ORIGIN

The second has to do with the prohibition of negative certification. 
I might just make this comment: That as late as last Thursday one of 
the major companies of the United States was asked by an Arab State 
to provide a negative certificate. I think we can provide this to you 
privately if you so desire.

I was not quite clear on your earlier response on this subject. Does 
the administration object to the inclusion in this measure of a clause 
which would prohibit negative certification ?

Secretary KREPS. No, sir, the administration will not oppose that. 
My explanation was perhaps longer than it needed to be because I 
wanted to take account of the relationship of that to primary boycott. 
But our only suggestion was that we have a time period in which we 
could move into that. We would not oppose the provision.

Mr. WHALEN. In other words, it would be your suggestion that this 
be permitted but on a phased-in basis ?

Secretary KREPS. Yes.

GRANDFATHER CLAUSE

Mr. WHALEN. The third issue is what some would refer to as the 
"grandfather" clause—that is, the date of the applicability of this law 
to existing contracts. In some instances, of course, contracts may con 
tinue for 2, 3, 4, 5 years. Again, what is your view regarding this? 
Should the provisions of the act take effect immediately or only upon 
negotiation of new contracts ?

Secretary KREPS. We feel we simply must have a grace period here, 
the precise length of which, I guess, I do not feel able to specify now. 
The suggestions have run all the way from 6 months to 5 years. I think, 
on an issue of that type, if the Congress agreed there should be a grace 
period, we could work out the time without difficulty.

Mr. WHALEN. Would it be your feeling, however, that that period 
should extend through the life of a contract even though it may go for 
as long as 5 years ?

Mr. MOYER. Our thinking on that was that for a very long term 
contract—in excess of 5 years, for example—there should be in the 
law some incentive to renegotiate as to prohibited provisions. That 
is the thinking behind the time limit.

What that time limit would be and whether it would be extendable 
up to a maximum of 5 3rears are points we are undecided about.

EXTRATERRITORIAL REACH OF ANTIBOYCOTT LAW

Mr. WHALEN. The fourth issue is one of extraterritoriality, the 
application of the act to American subsidiaries abroad. It has been 
suggested that this not apply to American subsidiaries except where 
there is evidence that the home office is attempting to circumvent the 
law by funneling business through a foreign subsidiary.
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My concern on this is: How do we detect that ? How would the 
Department, for example, oversee this ? Would this not involve a tre 
mendous amount of reporting and paperwork?

Secretary KEEPS. It is a very difficult issue, as you, of course, indi 
cate. We know that we have to reach the transactions of foreign 
subsidiaries of U.S. firms to the extent they participate in interstate 
commerce involving the United States.

We are eager not to attempt to dictate by our domestic law the terms 
of transactions which exclude U.S. commerce. I think we can and 
should reach the transactions you speak of, where they are designed 
deliberately to circumvent our antiboycott laws.

The only evidence we would have would be drawn by the course of 
action, by a pattern of action, which would indicate such a deliberate 
attempt. It may very well be we would find we could not do that. It 
does seem to me essential that the act give us that kind of possible 
protection.

Mr. WHALEN. My concern is that the company reports literally 
thousands of valid actions over a period of time before finally the last 
report reveals statistics that may indicate a possible circumventive 
action.

I hear the pencil being tapped. Thank you, Mr. Chairman.
Chairman ZABLOCKI. Mr. Bingham—unless the Secretary desires to 

make a further comment on the last observation.
Secretary KREPS. I was just going to apologize for having taken up 

most of his time.
Chairman ZABLOCKI. Mr. Bingham.
Mr. BINGHAM. Thank you, Mr. Chairman. It is a pleasure to wel 

come you, Madam Secretary. I do want to compliment you on your 
statement both as to tone and approach. I think we have indeed come 
a long, long way and that the problems that remain to a very large 
extent are technical problems and problems of drafting.

Some of those are quite difficult, but I think there is so much agree 
ment on principle that we should be able to resolve those problems 
hopefully by continued consultations at the staff level.

I want to assure my colleagues on the committee that, as the prin 
cipal sponsor of H.K. 1561, I certainly do not intend to try to resist 
changes in it; I think it needs a number of changes.

Let me ask for a couple of specific clarifications in your statement: 
On page 4, where you say that a U.S. person should not be required 
to contravene the laws, regulations, or official policy of a foreign 
country, I have no problems with "laws" and "regulations"; "official 
policy" does trouble me because that could be so vague.

I assume that you would not mean, by that, just the broad policy 
of maximizing exports which we follow and every other country fol 
lows. That is not the kind of policy you have in mind there, I assume.

Secretary KEEPS. No; we did not have that in mind. We are con 
cerned about this because—of course, "official policy" is quite ambigu 
ous and we Avould much prefer to limit this caveat to "laws and 
regulations," which are much more precise.

Mr. BINGHAM. So would I.
Secretary KEEPS. Let me ask whether either of my colleagues here 

has a particular amplification of the "policy" point.
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Mr. HASLAM. I do not believe much needs to be added to that, Con 
gressman. I think laws and regulations often reflect official policy. We 
did not specifically intend to broaden that provision by adding those 
words.

REPORTING REQUIREMENT

Mr. BINGHAM. Fine. Could I ask, then, what you have in mind—per 
haps this should 'be addressed to counsel—when you say "a request of 
prohibited information" ? I am not sure what kind of information you 
are referring to there.

Secretary KREPS. I think that is not a good statement. I believe what 
we meant was a request for information which was prohibited by the 
law. We need to have that reported. We,do not need to have reported 
every request for information if that information is in no way a viola 
tion of the law. Is that correct ?

Mr. HASLAM. Yes.
Mr. BINGHAM. I think we can work that out, too. Thank you very 

much. Thank you, Mr. Chairman.
Chairman ZABLOCKI. Mr. Ryan.

EXTENT OF ANTIBOYCOTT LAW

Mr. RYAN. Thank you, Mr. Chairman. I would like to join those who 
commend you for your statement. I am especially interested in your 
statement on page 5, where you refer to "the ambiguities present in 
section 3(5)." The testimony we heard last week from businessmen 
who have been severely impacted by the present law, I think, is indica 
tion of where we have to go.

As Mr. Bingham said, we have a unanimity of direction but how 
far we go, how much we do and who shall do it, seems to me, is the 
most important consideration. I think, if I can lobby you here for just 
a second in regard to your position on the matter, my own opinion is 
that it is one of those cases where the law itself ought to be very spare, 
as far as I am concerned, and the amount of regulatory power allowed 
to you and your agency ought to be very broad because we deal here 
with one of the hardest things to get ahold of.

I am reminded of a statement by a former Under Secretary of State, 
Harlan Cleveland, about nailing jello to a tree. When you try to deal 
with a racial, religious prejudice, you are trying, in international mat 
ters and trade, to nail jello ito a tree, I think.

PREEMPTION OF STATE ANTIBOYCOTT LAWS

Would you speak to the preemption in the present law, in the pro 
posed 'bill we have before us, and what you believe ought to -be the 
situation as far as the new act is concerned? What kind of specific 
changes do you want to see in the Export Act, as such, in regard to 
preemption ?

Secretary KREPS. You are speaking, of course, of preemption of the 
State law?

Mr. RYAN. Present State laws that exist.
Secretary KREPS. We have in mind only that where such laws at 

tempt to deal with foreign economic boycotts, when that happens,
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these laws intrude into areas of control of foreign commerce, which 
are properly the province of the Federal Government.

In addition, the number of State and other antiboycott laws that 
have appeared make it virtually impossible for the businessman to do 
business in the Middle East with an assurance he is meeting all of his 
legal obligations.

If the antiboycott legislation expressly preempts State laws insofar 
as tlhey affect foreign commerce, then we would have one clear and 
uniform standard. And I think we could solve a number of the prob 
lems now facing businessmen in their reporting requirements and in 
their insecurity as to what is actually the law.

Mr. RYAN. I understand that. But will you have a stronger preemp 
tion amendment or do you favor the proposed provision ?

Secretary KREPS. You mean the law under counsel's consideration 
here ?

Mr. RYAN. Under House consideration now.
Secretary KREPS. We are, as I said earlier, in general agreement with 

the law. We do have some specific changes that we have enumerated 
earlier and will be glad to do again. There may be others.

Mr. RYAN. Would you support an amendment to preempt the field 
completely by the Federal Government?

Secretary KEEPS. Yes; I think that is what we are saying. We would 
not allow State laws on this.

IMPACT OF ANTIBOYCOTT LAWS ON U.S. TRADE

Mr. RYAN. One more area that I would like to ask you about. One 
of these questions that has not been explored enough to my satisfac 
tion, has to do with the impact of foreign competition where we have 
these laws now, other countries do not have them and where there is 
sufficient difficulty in international commerce, I am told we have lost 
substantial business already because West Germany or Japan or 
France moves in and simply preempts the field for us because they can 
do it more quickly, with less grief and they are more willing to comply 
with the laws of a particular country in regard to the boycott.

What kinds of impact has there "been so far economically on this 
country because of these boycott problems in American 'business and 
loss of American jobs?

Secretary KREPS. It is very difficult to tell how much we have lost. 
It seems to me that we have to be aware, however, of the actual condi 
tions.

We know that the competition among the nations of the world for 
the Arab business is very, very keen. We know that the United States 
presently supplies well under 20 percent of those countries' total 
imports.

An examination of our export trade to the Middle East reveals that 
our exports consists mainly of high technology products for which the 
United States enjoys no unique supplier position. I am sorry, non- 
high-technology.

We are in a very competitive position vis-a-vis the sellers of other 
countries. Now, I am unable to give you a specific number on how much 
we have lost. It is almost impossible to document that. But it is clear 
that we do lose contracts to other competitors.
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Mr. RYAN. Do you have that information available somewhere 
which could be sent to me or members of this committee?

Secretary KEEPS. We do not have and are not able to come up with 
numbers that would document precisely what has been lost.

I can, of course, give you the growth in trade with the countries year 
by year.

Mr. RYAN. I am anxious to know what kind of economic stake the 
United States has in the implementation of this legislation and some 
kind of satisfactory resolution of the problems on all sides, including 
the trade problem.

Thank you, Mr. Chairman.
Chairman ZABLOCKI. Would you care to answer.
Secretary KREPS. Yes; we are not at all insensitive to the problem 

that you point to. We are very much concerned that American jobs not 
be lost in the course of this. We can translate each $1 billion of exports 
into x jobs—50,000 jobs is a rough estimate—and we know, therefore, 
that if we are exporting $7 billion worth of goods to the Arab coun 
tries which we did in 1976, that that is translatable into 7 times 50,000 
jobs. So it is a problem with which we need to be very much concerned. 

. Chairman ZABLOCKI. Mr. Winn.
Mr. WINN. Thank you, Mr. Chairman.

ADL-BTJSINESS ROUNDTABLE STATEMENT

Madam Secretary, you mentioned the ADL-Business Roundtable's 
statement in your testimony. You touched on it briefly, and we refer 
red to it several times in the questions.

Can you give us your personal opinion of their statement and, 
secondly, would the Commerce Department be in basic agreement with 
the statement?

Secretary KREPS. Yes, sir. We found the statement an excellent 
framework within which to couch the Department's position. We are 
not always exactly clear on the interpretations of some of the state 
ments in that agreement. But I assume those will be documented when 
the Business Roundtable and the ADL testify before the Senate later 
this week. We shall M7atch that with great interest, as I am sure you 
will.

But insofar as the statement is clear, we find no disagreement with 
its thrust.

AMENDMENTS TO H.R. 1561

Mr. WINN. It is my understanding that the Business Roundtable 
has submitted or will submit to members of this committee or to the 
committee some amendments that they would desire to have included 
in the final draft of the bill.

Are you aware of 'any of those amendments ?
Secretary KREPS. No, sir. We have not seen those amendments, and 

that is another unknown that we will watch for very carefully.
Mr. WINN. If you have not seen those 'amendments, you could not 

tell me whether you agree with them or not, which was going to be my 
next question.
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Mr. HASLAM. I might add, the Secretary has not seen that specific 
legislative language. The Department has received some drafts by the 
Business Koundtable which attempts to reduce the provisions to writ 
ing. We have examined those and currently have them under con 
sideration. We have not used those as the basis of our text.

Mr. WINN. Dp you have an opinion on those or do you still have 
them under consideration ? Do you support some? Where do you stand 
on them if you have seen them ?

Mr. HASLAM. We have them under consideration.

EXPORT PROMOTION PROGRAM

Mr. WINN. Many small and medium sized businesses are, of course, 
keenly interested in your Department's export promotion programs. 
However, export promotion does not seem to have the full suppoit of 
OMB.

I wonder what is the present status of your export promotion pro 
grams insofar as funding is concerned ?

Secretary KREPS. We are arguing with OMB about it.
We have, >as you know, not much input into the current budget. But 

we would hope that in the course of putting together our own budget 
for next year to lean very heavily on the administration for an expan 
sion in that area.

Mr. WINN. So really you are sort of resting, I would suppose you 
say, the Ford budget as amended slightly by the new administration, 
but that you will have some input in this field the next time around 
when you have had more time.

Secretary KREPS. Yes, sir.
Mr. WINN. Thank you very much.
Thank you, Mr. Chairman.
Chairman ZABLOCKI. Mr. Studds.
Mr. STUDDS. Madam Secretary, I think most questions I would ask 

have been asked.

AUTHORITY TO CONTINUE EXPORT ADMINISTRATION FUNCTION

Let me ask one thing. The act expired last September?
Secretary KREPS. Yes.
Mr. STUDDS. Under what authority have you been doing these 

things in the interim ?
Mr. MOTER. The Department has, as we have in the past when the 

act has lapsed, used the authority under the Trading With the Enemy 
Act of 1916 as implemented by Executive order, and that is the au 
thority under which we are now continuing our export control pro 
gram.

Mr. STUDDS. That is fascinating. Thank you.
I have no other questions, Madam Secretarv. I would use this time 

to tell you how happy I am to have you here. But the chairman always 
makes fun of me when I say nice things to new Cabinet members.

Chairman ZABLOCKI. Don't make an exception in this case.
Mr. Ireland.



246

Mr. Pease.
Mr. PEASE. Thank you, Mr. Chairman.

STORAGE OF AGRICULTURAL COMMODITIES

Madam Secretary, I would like to direct your attention to page 7 of 
the bill which relates to section 4(f) (2) of the Export Administration 
Act. That part of the bill in new language requires exporters to apply 
for permission to store purchased commodities in the United States if 
such commodities are to be exempt from future quantitative limita 
tions on exports.

You, as Secretary of Commerce, must grant or deny such requests 
under this provision. I first have real problems with the clarity of the 
language of that section, and I would hope that if you have to ad 
minister the bill you might be having your people look at the clarity 
of the language itself.

But beyond that, I wonder why the provision should be in the law 
in any case in an era when President Carter is trying to reduce the 
burden on businessmen and Americans generally of complying with 
Federal laws.

In other words, I guess my question is, what is the purpose of this 
section as you see it, and does the Department have a position on it ?

Mr. MOYER. I might answer that, Mr. Pease. That section is in title 
I, as you know. The Department, at this point, has taken no position 
on that particular provision which you cited, and we are considering 
that.

We appreciate your comments.
Mr. PEASE. Thank you, Madam Secretary. •
Thank you, Mr. Chairman.
Chairman ZABLOCKI. Mrs. Pettis.
Mrs. PETTIS. Thank you, Mr. Chairman.
Madam Secretary, I wish to commend you on your lucid statement, 

and I do not have any questions at this time.
Thank you.
Chairman ZABLOCKI. Mr. Fountain.
Mr. FOUNTAIN. Thank you, Mr. Chairman.

THE SECRETARY OF COMMERCE

I apologize for getting here late. That is the penalty we pay when 
we get here late—we have to wait until the questioning has gone 
around.

I want to take this opportunity to say, Mr. Chairman and members 
of the committee, that we in North Carolina are extremely proud of 
our new Secretary of Commerce, not because she is from North Caro 
lina, although that is an important and significant point, but because 
she has already demonstrated her capacity, in the private, profes 
sional, and institutional ways in which she has served, I think, to 
make one of the best Secretaries of Commerce we have had. She has 
reflected credit upon herself and our State, and I am sure she will 
upon our Nation.
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I am delighted as one to welcome her to Washington, particularly 
since I have almost 'become a native of the District of Columbia, this 
being my 25th year here.

I want to congratulate you on your statement.
As has already been pointed out, this is an extremely sensitive and 

difficult area because all of us are very much concerned about increas 
ing our exports.

I might add, concerning agriculture in which I am deeply inter 
ested, that we exported, I think, last year some $22 billion in agricul 
ture commodities. Without that, I do not know what our balance-of- 
payments situation would be. Of course, we are doing that in many 
other areas, in the technological areas where we have great expertise.

GOVERNMENT REGULATION

You hit upon one point which is a sensitive area for me because I 
happen to be chairman of a Subcommittee on Government Operations 
which exercises surveillance over HEW, Agriculture, and other 
agencies. And during my experience here, in the course of hearings 
we have held in so many areas, we have found that we have a Franken 
stein on our hands. That is my personal opinion.

We have bureaucracies that are overregulating the American 
people, and I was proud to see the President take the stand he did. I 
hope it is- carried out and implemented to eliminate much of the ex 
cessive regulation which is harassing business in this country and 
particularly small businesses which find that they simply cannot 
operate because they must have one or two people spending full time 
trying to comply with Federal regulations.

I am glad to see that you are going about the process of eliminating 
a lot of unnecessary reports. I find, for example, in examining many 
agency operations that there are hundreds of unnnecessary reports— 
many informational—which are never seen by anybody. They just 
come in and go into a file, like some of the committee reports we write. 
I want to congratulate you on eliminating 'reports nobody needs.

A few years ago we passed the so-called Advisory Committee Act, 
which was designed to give agencies encouragement in the selection 
of significant and important advisory committees which are necessary, 
but also to encourage the elimination of many unnecessary advisory 
committees. At that time there were, I think, some 27,000 advisory 
committees serving the Federal Government. We may have that many 
now. I do not know, because some agencies have gone way up while 
others have come down.

Thank you again for your statement, and I say welcome to Wash 
ington and to this committee.

Secretary KREPS. Thank you.
Chairman ZABLOCKI. Mr. Kosenthal.
Mr. ROSENTI-IAD. Thank you, Mr. Chairman.
I was wondering, Madam Secretary, is there any area anybody has 

not touched on that I should not let go by default? I, too, want to 
join my colleagues in welcoming you here. I know we can expect 
from you the kind of performance that you have exhibited so well 
in the past.

I wish to make just one or two points that others have not made.
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NEED FOR ANTIBOYCOTT LEGISLATION

I commend you on the language and spirit of your statement, in 
cluding your recognition of the need for this legislation. To permit 
this boycott to continue does violence to fundamental principles of 
our country that are over 200 years old. We simply cannot tolerate 
foreign nationals dictating to Americans with whom they can do 
business regardless of the reason.

In my judgment, there probably will be no disruption of any kind, 
because what is happening here is happening around the world. The 
Canadian Parliament is considering legislation of this kind. The 
European Community has taken a very forthright stand, particularly 
the West Germans. A bill similar to this has already passed one house 
of the French Legislature. So what we are taking is not limited only 
to us, although I suppose among the Western countries, we have been 
in the forefront of the fight for individual rights and human free 
doms and resistance to tyranny both from within and without.

This is a very important piece of legislation. I know you recognize 
that. The minor little problems can be solved very easily. Those of us 
who are the principal sponsors of this legislation are working with 
everybody in the business community, the departments, and so forth, 
and I am sure we will resolve these issues.

PREEMPTION OP STATE ANTIBOYCOTT LAWS

For example, one area you and I might have a disagreement on is 
the question of preemption. I am sure that can be resolved.

Clearly, where business has difficulty operating because of the dis 
parity in State laws, there should be some reconciliation. The way 
to do it traditionally is through preemption. And those of us who 
support this legislation in its original form use that as one of our 
arguments. Why leave the business community at the mercy of the 
States when there is confusion among the laws the business commun 
ity must deal with ?

The problem is that we may not want to preempt State laws where 
the laws relate to issues in addition to foreign boycott for example, 
civil rights and civil liberties.

For example, in New York State the antiboycott law is founded 
under the civil rights section of the law. There may be some difficulty 
in resolving specifics.

Preemption in its broad terms, I think, is a good idea and there 
may be some specific areas where we may have to turn the corner 
arid curb a little bit to deal with it.

I do want to thank you for your very forthright, very thoughtful, 
very learned testimony and acknowledge to you that those of us who 
are the principal sponsors of this legislation have been in touch with 
representatives of the business community in trying to resolve about 
99 percent of their problems.

Thank you, Mr. Chairman.
Chairman ZABLOCKI. The gentleman has 30 seconds remaining. Do 

you desire to yield the 30 seconds ?
Mr. EOSENTHAL. What do you think about the future of the Golden 

Triangle?
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Secretary KEEPS. I am for it.
Mr. KOSENTHAL. How much more time, Mr. Chairman ?
Chairman ZABLOCKI. Your time has expired.
Mr. Solarz, I tried to get more time for you, Steve.
Mr. SOLARZ. Thank you, Mr. Chairman.

PRINCIPLES UNDERLYING ANTIBOYCOTT LEGISLATION

Before getting to some of the technicalities which I think constitute 
the cutting edge of public policy on this issue, let me see if I can 
briefly state which seem to me to be the underlying principles which are 
embodied in this legislation with which I think the administration 
is strongly in agreement. That is the extent to which this bill recog 
nizes not only the right of the Arab countries in effect to engage in a 
primary boycott against Israel but also the extent to which this bill 
would clearly prohibit American firms from engaging or cooperating 
with a secondary or tertiary boycott against countries with whom we 
have friendly relations.

I gather it would be your feeling and the position of the adminis 
tration that you strongly support that statement of principles em 
bodied in this legislation ?

Secretary KREPS. Yes, sir.

FURNISHING OF INFORMATION

Mr. SOLARZ. Insofar as the technicalities are concerned, on page 3 
of your testimony you indicate that:

The existing prohibitions in the bill should be supplemented by provisions 
prohibiting the furnishing of certain types of information by U.S. persons in 
compliance with a foreign boycott.

But then you go on to say:
On the other hand, we believe that a company should be able to furnish 

normal business information in a commercial context.
I think it would be helpful if you could perhaps give us a clearer 

idea of precisely what kind of information should be prohibited and 
what kind should be permitted. .

For example, do you think we should permit American firms to 
disclose whether or not they have business dealings in the boycotted 
country to the extent that that has nothing to do with the goods or 
services in and of themselves that they are providing to the boycot 
ting country pursuant to a normal commercial agreement?

Secretary KREPS. There are several questions there but, to deal with 
just one of them, we do favor prohibiting responses to general ques 
tions concerning a firm's business relationships in the boycotted 
country.

Mr. SOLARZ. That is basically what I wanted to get at.

COMPLIANCE WITH LOCAL LAWS

Insofar as the activities of American firms in boycotting countries 
are concerned, you indicated that they should be permitted basically 
to comply with the laws of the boycotting country. But insofar as 
we have an interest in prohibiting American firms from participating
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in a secondary boycott of Israel, do you think American firms in a 
boycotting country should be able to agree to a secondary boycott if 
such a boycott is required by the laws or regulations of the boycotting 
country in which they are doing business ?,

In other words, if I understood your testimony, you want to permit 
American firms to cooperate with the normal laws of the country. 
But what about a situation where a boycotting country has as part 
of the law of its land the general requirement that anybody doing 
business in that country has to refrain from doing business, say, with 
Israel? Should an American firm be permitted in that limited cir 
cumstance to comply with the law of the boycotting country ?

Mr. MOTER. Is your question directed at the American firm located 
in the boycotting country ?

Mr. SOLARZ. That is right. Clearly, this bill would prohibit Ameri 
can firms located in the United States from doing it, but it seems to 
me that if we permitted an American firm to comply with a regulation 
of a boycotting country which requires a secondary boycott, we would 
have opened up a pretty big loophole, and I see no reason why we can 
not distinguish between compliance with normal regulations that have 
nothing to do with the boycott and prohibiting compliance with a 
regulation that specifically calls for the kind of activity which this 
bill seeks to prohibit in our country and which has nothing to do with 
the primary boycott itself.

You can perhaps give this some further thought, Madam Secretary, 
and get back to me on this.

Let me ask another question, if I might.
Secretary KEEPS. I do think it is a very important question, and it 

deserves an answer. I am not sure this would be sufficiently responsive, 
but, you recall the joint statement of principles suggest the proposed 
legislation—set that aside for a moment—we believe that unilateral se 
lection by foreign nationals or residents or by a foreign country pro 
vides one means by which the import laws of other countries can be 
upheld and respected.

But in the case in which you cite, we feel that to a very large extent, 
the laws of the country in which the company is located have to 
prevail.

It may be that the boycott is a requisite for the company doing busi 
ness in that country, and if it is a firm that is not involved with U.S. 
commerce, we find it difficult to reach that firm.

Mr. SOLARZ. I think the key to what you said is, I would hope, to 
agree to a large extent. I think we have a capacity to distinguish be 
tween primary and secondary boycotts, one of which we respect; the 
other of which we do not.

If I may ask one last question, Mr. Chairman.
Chairman ZABLOCKI. It better be a short one. You have 5 seconds 

left.
CERTIFICATES OF ORIGIN

Mr. SOLARZ. With respect to the negative certificates of origin, can 
you tell us which Arab countries have now switched from negative to 
positive certificates of origin, and which have not?

Secretary KREPS. The answer is, we do not know definitely.
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Mr. MOYER. We are aware that progress and some changes are being 
made.

Mr. SOLARZ. If you could try to get a list for us as soon as possible, 
it would be helpful.

Thank you.
COMPLIANCE WITH LOCAL LAWS

Mr. MOYER. Mr. Chairman, if I might add one further point in re 
sponse to Mr. SOLARZ, and that is, there is no question as to a sham 
transaction where a firm undertakes to set up an office in a boycotting 
country in an effort to circumvent the boycott laws, the boycott pro 
hibitions of this bill.

We certainly would reach that transaction.
Chairman ZABLOCKI. The time of the gentleman has expired.
Mr. Beilenson.
Mr. BEILENSON. I have no questions, Mr. Chairman.
Chairman ZABLOCKI. Mr. Winn?
Mr. WINN. I have no further questions.
Chairman ZABLOCKI. Are there any further questions?
Mr.Solarz?

UNILATERAL SELECTION

Mr. SOLARZ. If I could ask orre last question, Mr. Chairman.
On the matter of unilateral selection, which I think is a perfectly 

legitimate right, do you make any distinction between a unilateral 
selection of component materials which are unrelated to a boycott, and 
a unilateral selection of material goods or services which is clearly 
boycott related ?

Secretary KREPS. We have not made such a distinction, and there 
are reasons that make that distinction very difficult, as you can under 
stand. But I think the answer is "No," we had thought of unilateral se 
lection as a means by which we could honor the importing firm's wishes 
whether or not it was boycott related.

Mr. SOLARZ. I would simply suggest, Madam Secretary, this is a 
matter which perhaps requires more thought from all of us. I think 
there is a strong case to be made for permitting unilateral selections 
in the course of normal commercial transactions.

But to the extent unilateral selections serve as a vehicle with the im 
plicit enforcement of a secondary or tertiary boycott, I think that 
would be the way to evade prohibitions contained in this legislation. 
It would seem to me it would make sense for us to prohibit that lim 
ited use of an otherwise normal and acceptable business procedure.

Secretary KREPS. We will be glad to take this comment into account, 
Mr. Chairman.

A7MEND3IENTS TO H.R. 15G1

Could I, before Mr. Solarz leaves, say that the items which we men 
tioned with respect to possible amendments to H.R. 1561 was not an 
exhaustive and complete list, and we would hope our respective staffs 
could continue to cooperate with the details of drafting which would 
allow us perhaps some further modification.

Mr. SOLARZ. I must say, Madam Secretary, it is a real pleasure to 
have an administration that is working with us rather than against us 
on this legislation.

S7-2S1—77———17
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As Mr. Rosenthal indicated, there is a broad measure of agreement 
here. The remaining differences, I think, are so relatively small there 
is no reason to believe they cannot be amicably resolved in a relatively 
short period of time.

Chairman ZABLOCEJ. I want to join others who have commended the 
present administration in their cooperation. I would like to note, how 
ever, that the committee will begin markup tomorrow.

We realize the information and the suggestions and the proposed 
amendments that your Department, Madam Secretary, would care to 
present to us may not be ready by tomorrow. We will, nevertheless, 
begin the markup. Understandably, we will not finish tomorrow, and 
we would like to give full consideration to your opinions.

I would like to suggest, however, that your suggestions come as ex- 
peditiously as possible.

The committee has, from time to time, received materials and cor 
respondence relative to this legislation. The Chair would like to ask 
unanimous consent for blanket permission that all of the materials 
and correspondence that was received and will be received before we 
close the consideration be incorporated in the record.

If there is no objection, so ordered.
Again, Madam Secretary, we deeply appreciate your coming before 

this committee, and I want to again congratulate you upon your testi 
mony. Not only have you demonstrated complete knowledge and your 
answers were straightforward, but, really, you have charmed us.

Thank you again.
Secretary KEEPS. Thank you again.
Chairman ZABLOCKI. The committee stands adjourned until tomor 

row morning at 10 a.m., when we will take action on several bills and 
resolutions and begin the markup of H.E. 1561.

[Whereupon, at 11:45 a.m., the committee adjourned, to reconvene 
Tuesday, March 15,1977 at 10 a.m.]



EXTENSION OF THE EXPORT ADMINISTRATION ACT
OF 1969

TUESDAY, MARCH 15, 1977

HOUSE or REPRESENTATIVES, 
COMMITTEE ON INTERNATIONAL RELATIONS,

Washington, D.C.
The committee met at 2:35 p.m., in room 2172, Rayburn House Of 

fice Building, Hon. Clement J. Zablocki (chairman of the committee) 
presiding. 

Chairman ZABLOCKI. The committee will please .come to order.

H.R. 1561

We continue this afternoon with consideration of H.R. 1561, a bill 
to amend the Export Administration Act of 1969. 

The clerk will begin reading the bill. 
Mr. BRADY [reading] :

95TH CONGRESS, IST SESSION, H.R. 1561
In the House of Representatives, January 10, 1977, Mr. Bingham (for him 

self, Mr. Rosenthal, Mr. Zablocki, Mr. Findley, Mir. Fascell, Mr. Diggs, Mr. Nix, 
Mr. Fraser, Mr. Wolff, Mr. Solarz, Mr. Winn——

Mr. BINGHAM. Mr. Chairman, I ask unanimous consent the bill 
through title I be considered as read.

Chairman ZABLOCKI. If the gentleman would hold until the title is 
read and part of title I.

Mr. BRADY [continues reading] :
Mr. Winn, Mr. Studds, Mr. Lagomarsino, Mr. Oilman and Mr. Whalen) in 

troduced the following bill; which was referred to the Committee on Interna 
tional Relations.

A Bill to amend the Export Administration Act of 1969 in order to extend the 
authorities of that Act and improve the administration of export controls under 
that Act, to strengthen the antiboycott provisions of that Act, and to provide for 
stricter controls over exports of nuclear material and technology, and for other1 
purposes.

Be it enacted by the Senate and House of Representatives of the United States; 
of America in Congress assembled—Short Title—Section 1. This Act may be 
cited as the "Export Administration Amendments of 1977."

TITLE I—EXPORT ADMINISTRATION IMPBOVEMENTS AND EXTENSION

EXTENSION OF EXPORT ADMINISTRATION ACT

Section 101. Section 14 of the Export Administration Act of 1969 is amended 
by striking out "September 30, 1976" and inserting in lieu thereof "Septemebr 30,. 
1978."

Chairman ZABLOCKI. The gentleman from New York.
(253)
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Mr. BINGHAM. I renew my request that title I be considered as read 
and open for amendment at any point.

Chairman ZABLOCKI. Is there any objection ?
[No response.]
Chairman ZABLOCKI. Without objection, so ordered.
Are there any amendments to title I ?
The gentleman from New York, Mr. Bingham.

EXTENSION OF THE EXPORT ADMINISTRATION ACT

Mr. BINGHAM. I do have an amendment to title I. That would be 
the amendment changing the date. 

Chairman ZABLOCKI. The clerk will read the amendment. 
Mr. BKADT [reading]:
Amendment offered by Mr. Bingham to title I of H.R. 1561.
On page 2, line 9, strike out "1978" and insert in lieu thereof "1979."
Chairman ZABLOCKI. The gentleman is recognized in support of 

his amendment.
Mr. BINGHAM. Thank you, Mr. Chairman.
Before I discuss this particular amendment, let me give a little 

background about this title for the benefit particularly of the new 
members and also to refresh the memories of those who were on the 
committee last year.

This Export Administration Act was new to this committee in the 
last Congress. It had previously been within the jurisdiction of the 
Banking and Currency Committee. In the last Congress the extension 
of the Export Administration Act was considered in the full com 
mittee. Extensive hearings on the administration of the act, and by 
that I mean the administration of the export control provisions, were 
held in the Subcommittee on Trade and Commerce which I chaired.

The bill was reported with a number of amendments which reflected 
the hearings that we held and which were intended to improve and 
speed up the performance of the executive branch in passing on export 
licenses and otherwise to improve that part of the bill. The bill was 
passed by the House and essential agreement was reached with the 
Senate in an informal conference during the final week of the session.

The bill, of course, died at the end of the session because of an objec 
tion to the appointment of conferees which did not stem from this title 
but from other provisions of the bill which were more controversial.

Title I in its present form contains mostly House language. There 
have been some amendments to it which were added by the Senate and 
in order to minimize the friction that might arise again at the con 
ference stage, I have tried to go along with the Senate language 
wherever possible.

The amendment which I have now offered is one which extends the 
term of the act for 1 year from 1978 to 1979. One of the things we had 
agreed to with the Senate was that we would authorize the export ad 
ministration procedures for 2 years rather than the 1-year authoriza 
tion contained in the House language. A number of months have passed 
and it will probably be quite some time before this bill is enacted into 
law. It seems logical we should extend the period of the authorization 
for 2 fiscal years rather than for one.
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That is the explanation of this amendment.
Chairman ZABLOCKI. Is there any other discussion ?
[No response.]
Chairman ZABLOCKI. If not, the Chair will entertain a motion.
Mr. PEASE. I move the question.
Chairman ZABLOCKI. The previous question has been requested.
All those in favor of the Bingham amendment will signify by saying "aye."
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no."
[No response.]
Chairman ZABLOCKT. The ayes have it. The amendment is adopted.
Mr. BINGHAM. Mr. Chairman, I have another amendment. I might 

say I have three specific amendments and then a group of technical 
amendments.

At any point Mr. Findley would like to offer his, I would be glad to 
yield to him.

Chairman ZABLOCKI. Mr. Findley.
Mr. FINDLEY. Mr. Chairman, I have an amendment to page 6 after 

line 18 to insert additional language.
Mr. Chairman, I ask unanimous consent to yield back the balance of 

my time and defer consideration of the amendment at this point.
Chairman ZABLOCKI. With the understanding the gentleman will 

have have the privilege of returning to this section even though we 
should complete consideration of title I.

Without objection, so ordered.
Mr. Bingham.
Mr. BINGHAM. Mr. Chairman, I would like to offer the amendment 

with respect to the figures I think is being circulated now.
Page 2, lines 20 to 21.

AUTHORIZATION OF FUNDS FOR FISCAL TEAR 1978 AND FISCAL YEAR 1979

Mr. BRADY .[reading].
Amendment offered by Mr. Binghnin in Title I of H.R. 1501. On page 2. lines 

20, 21. strike out "$8 million" for fiscal year 1978 insert in lieu thereof 
"$14,272,000" for fiscal year 1978 and 1979.

Chairman ZABLOCKI. The gentleman from New York is recognizcjd 
for 5 minutes in support of his amendment.

Mr. BINGHAM. Mr. Chairman, let me make clear the new figure is a 
2-year figure and somewhat lower than the 1-year figure we had for 
1978 alone.

This is a companion amendment to the one which was just adopted 
extending the period for 2 years. These figures are based on Commerce 
Department estimates that have been previously reported to the com 
mittee. The Department had originally requested $5.75 million to 
operate the export administration program for fiscal year 1978 at 
previous levels without regard to the additional cost of implementing 
H.R. 1561. This represents a very modest increase over the 1977 request 
of $5.5 million. The Department later came up with a figure of $1.5 
million as the additional first quarter cost of implementing H.R. 1561 
and $1,320,000 as the additional secondary cost.
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So what this amendment represents is the original request multi 
plied by two plus the estimated additional cost attributable to H E 
1561.

I have to advise the committee that I am not in a position to justify 
these figures in detail. The Department is requesting 52 new positions 
for implementing H.E, 1561 and has only just submitted the justifica 
tion for those positions. No doubt there will have to be some additional
•expenditure.

However, there might be some savings in other parts of the Office of 
Export Administration. But I think it is fair to say to request in this 
bill as an authorization figure the amounts requested by the 
Administration.

We simply are not in a position to analyze these requests in the detail
-which we can expect the Appropriations Committee to do. I want to 
emphasize again that I am not in a position to defend these figures, but 
I think they do not appear to be unreasonable on the face of it, and we 
certainly expect the Appropriations Committee to take a hard look 
both as to the fiscal year 1978 as well as the fiscal year 1979 when that 
comes around.

Mr. FINDLEY. Will the gentleman yield ?
Chairman ZABLOCKI. Will the gentleman from New York yield?
Mr. BINGHAM. Yes.
Mr. FINDLEY. I am sure you stated it but I missed your statement as 

to the source of your figures. Do they come from Commerce?
Mr. BINGHAM. They do.
Mr. FINDLEY. Their best educated guess.
Mr. BINGIIAM. That is correct. We have a detailed statement which 

came in today in response to questions I asked during the hearings. I 
simply have not had a chance to analyze the information they sub 
mitted.

My suggestion is we can expect the Appropriations Committee to 
do precisely that.

Chairman ZABLOCKI. Mr. Bonker.
Mr. BONKER. I wonder if it is possible, we can make that part of 

the record.
Mr. BINGHAM. Yes; certainly. I intended to do that.
Chairman ZABLOCKI. Without objection, it will be made part of the 

record.
[The information to be furnished follows:]

COST OF H.R. 1561

Sections Positions Amount

104.....— —..———— -— — — —
\K...— -———---——.———-
107.....———.—— ———.————.
110 and 115.... ..„—————_.——.——_
113.. ———.._.._——_——————_..-„
117. . __.._____._„—..._. —— __——- _
Title II....-..-.-.--.-..— -——„_-_ ...

Total........—....-.— ...........

_ __ _„_.__._.„.—————..___„„ 6
.—_._..-_._— --_—.—..._—— 4
-....—. ———-—.—-..—-— 4
--———.— _ ......... .....—.. 1
....... ............................. 2
——————— _ .......... _ 10
-_——„—-—.————.—.- 25

52

$168, 000
77, 000

195, 000
27, 000
68, 000

304, 000
661, 000

1, 500, 000

Note: 2d year costs $1,320,000.
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Chairman ZABLOCKI. Are there any other questions ? 
The question occurs on the motion of the gentleman from New York, 

Mr. Bingham.
All those in favor signify by saying "aye." 
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no." 
[No response.]
Chairman ZABLOCKI. The ayes have it. The amendment is adopted. 
Mr. Bingham.

DISCLOSURE OF FINANCIAL INTERESTS

Mr. BINGHAM. I have a further amendment to strike section 118 
of the bill.

Chairman ZABLOCKI. The clerk will circulate the amendment.
It is a very simple amendment. The gentleman from New York is 

recognized in support of his amendment.
Mr. BINGHAM. Mr. Chairman, section 118, the so-called "Sunshine 

and Government" section was added to the bill on the floor last year 
by an amendment proposed by Congressman Heckler. It would re 
quire the Commerce Department employees who administer the act 
to disclose their outside financial interests and for reports of those 
interests to be made public. There is no question we are all in sym 
pathy with disclosure of the financial holdings of Government offi 
cials which might constitute a potential conflict of interest with their 
official duties. And for that reason, the Congress passed a broad Sun 
shine and Government Act which has just gone into effect.

Furthermore, existing; Executive orders and civil service regula 
tions require much of this information to be filed.

These existing provisions of law as well as the proposed section 
118 are rather vague on two aspects of the question of financial dis 
closure by Government officials.

One, precisely what standards should be applied to determine which 
public officials are covered, and, two, to what extent the rights of 
individual privacy of these officials should apply to this information.

On these points, the White House is presently preparing a uni 
form policy that would apply Government-wide to all Government 
officials operating under all statutes.

In view of the law that already exists in this area and the prospect 
of uniform administration policies to cover those aspects still at is 
sue, it would seem to me to be inadvisable to have special disclosure 
provisions applicable only to this act. And that is why I propose the 
deletion of section 118.

Chairman ZABLOCKI. Is there any further discussion and debate?
The gentleman from California, Mr. Eyan.
Mr. EYAN. Mr. Chairman, I understand the objection. I just won 

der what kind of support this has. I did not hear all of his comments. 
Is the administration in support of this, Mr. Bingham ?

Mr. BINGHAM. Is the administration in support?
Mr. EYAN. Of dropping section 118.
Mr. BINGHAM. Yes; for the reasons I have given. We have adopted 

comprehensive legislation in this field, and to the extent that that
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legislation as well as this section might still contain ambiguities, the 
White House is at work on the preparation of a uniform policy 
covering all Government employees.

There is nothing peculiar to this act which should require special 
treatment, and that is why it would seem advisable not to have a 
special provisions for this area of Government administration.

Mr. KYAN. Thank you.
Chairman ZABLOCKI. If there is no further discussion, the question 

arises on the amendment of the gentleman from New York to strike 
section 118.

All those in favor signify by saying "aye."
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no."
[No response.]
Chairman ZABLOCKI. The amendment carriers. Section 118 is 

stricken.
Are there any other amendments to title I ?
Mr. BINGHAM. Mr. Chairman.
Chairman ZABLOCKI. The gentleman from New York.

TECHNICAL AMENDMENTS TO TITLE I

Mr. BINGHAM. I have a series of nine technical amendments which I 
would like to offer and ask unanimous consent they be considered en 
bloc.

Chairman ZABLOCKI. Without objection, so ordered.
The clerk will circulate the amendment.
The clerk will read the amendment.
Mr. BEADY [reading].
Technical amendments to Title I of H.R. 1561 offered en bloc by Mr. Bingham.
1. On page 3, strike out everything after the comma on line 22 and insert in 

lieu thereof the following: "shall be reported to Congress not later than Decem 
ber 31, 1978. * * *."

Mr. BINGHAM. Mr. Chairman, I ask unanimous consent the amend 
ment be considered as read and I will explain them.

Chairman ZABLOCKI. Is there objection ?
[No response.]
Chairman ZABLOCKI. The Chair hears none. So ordered.
The gentleman is recognized.
Mr. BINGHAM. These are indeed technical amendments. Four of 

these technical amendments simply extend the deadline for submis 
sion of reports in the light of the delayed schedule for the imple 
mentation of the act and the fact that the period of the act is being 
lengthened. That applies to amendments on this list numbered 1, 3, 
6, and 9. . •

Amendment No. 2 simply corrects a typographical error. Amend 
ment No. 4 makes a minor change which was requested by the admin 
istration. It clarifies the authority of the Secretary of Defense to 
monitor the export of strategic goods subject to national security ex 
port controls. Amendment No. 5 amends section 106 of H.E. 1561. That 
section gives an exporter the right to review for accuracy the docu 
mentation regarding his proposed exports before his application is
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submitted to COCOM. This amendment would give the exporter the 
right instead to review such documentation at an early stage before 
the application is submitted to the U.S. interagency review process. 
Both industry and the administration agree that this is preferable. 
I, therefore, support this amendment.

AVAILABILITY OF INFORMATION TO CONGRESS

Amendment No. 7 returns to the original language adopted 'by this 
committee in last year's bill. It amends section 112 which requires pro 
vision of any information acquired under the act to Congress upon 
request.

Last year's bill as passed by the House contained additional lan 
guage providing for maintaining confidentiality of that information 
unless the committee itself chose to release it. This language was agreed 
to be stricken in conference and this amendment would put the original 
House-passed language back in.

May I say that in general, we have tried not to disturb the Agree 
ments that were reached in conference, but we feel this was one that 
was unfortunate, and we hope at this time the Senate would agree.

I would stress it does not limit the committee in what information it 
wants to reveal, but simply refers the matter of release of confidential 
information to the committee rather than leaving it entirely up to the 
judgment of any individual member.

Amendment 8 responds——
Chairman ZABLOCKI. At that point, will the gentleman yield 2
Mr. BINGHAM. Yes.
Chairman ZABLOCKI. It is the Chair's understanding that the amend 

ment he proposes to reinsert was in the legislation in the past Con 
gress and that it would allow a subcommittee to release confidential 
information.

Mr. BINGHAM. Yes. If the chairman would look at the language 
under 'No. 7, that is the language which would be inserted and which 
was adopted by the committee and by the House last year. It does 
provide that:

Xo information shall be released or disclosed by the committee or subcommittee 
unless such committee or subcommittee determines that the withholding thereof 
is contrary to the national interest.

That is the form in which it was passed bv the House. That is the 
sentence that was omitted in conference altogether.

Chairman ZABLOCKI. Will the gentleman yield further ?
Mr. BINGHAM. Yes.
Chairman ZABLOCKI. Is the language in the proposed amendment to 

conform with the rules of the House in this matter as far as the releas 
ing of confidential information by a subcommittee ?

Mr. BINGHAM. I believe that is the case, but I would like to refer 
to Dr. Brady if he is familiar with it.

ROLE OF SECRETARY OF STATE IN REVIEWING EXPORT CONTROLS

Chairman ZABLOCKI. While counsel is checking this out, would the 
gentleman proceed further with the rest of the amendments.



260

Mr. BINGHAM. The final amendment No. 8 responds to an adminis 
tration request that the Secretary of State share statutory responsibil 
ity with the Secretary of Commerce certain reviews of various export 
control lists called for by section 117. Again, that is in response to an 
administration request.

I should say the administration has submitted other requests which 
we have considered. We did not feel that they were necessary, and in 
some cases they can be dealt with in a report, but by and large the 
amendments we have proposed are in accordance with the administra 
tion's provisions, and I was hopeful they would be considered 
noncontroversial.

AVAILABILITY OF INFORMATION TO CONGRESS

As far as the section that the chairman asked about, I believe that 
it is noncontroversial in the sense that it was adopted by the committee 
and the House last year. That is something that the committee might 
want to reexamine.

Chairman ZABLOCKI. Will the gentleman yield ?
Mr. BINGHAM. Yes.
Chairman ZABLOCKI. The only purposes the Chair has in raising the 

issue is that I recall in conference this was a matter that was given 
serious consideration and that is why it was determined that the 
language be dropped. Nevertheless, I do not have a firm position on 
whether it should or should not be included.

However, the Chair does, indeed, want to be sure that we would be 
abiding by the House rules.

AMENDMENTS PROPOSED BY THE ADMINISTRATION

Mr. LAGOMARSINO. Will the gentleman yield ?
Mr. BINGHAM. Yes, if I still have the time.
Mr. LAGOMARSINO. Is the gentleman going to advise us as we go 

through this markup process what amendments that have been pro 
posed by the administration you are not accepting or not proposing so 
we will have some idea what we are doing here ?

Mr. BINGHAM. I am circulating such a list to the members. It ia a 
fairly voluminous list and many of them are quite detailed. I believe 
that a request is going to made by Mr. Pease to hold this title open 
in any event until the next meeting. So that would give the gentleman 
and others an opportunity to examine those requests.

Mr. LAGOMARSINO. I would appreciate the gentleman doing that.
Chairman ZABLOCKI. The time of the gentleman from New York 

has expired.
The gentleman from New York, Mr. Solarz.
Mr. SOLARZ. Thank you, Mr. Chairman.
I would like to pursue the matter just raised by the gentleman from 

California. The gentleman from New York has offered these amend 
ments, has clearly exercised the leadership within this committee in 
formulating this particular title, and I gather he has gone over all 
of the administration's recommendations for technical and other 
changes in this section of the bill.

I would like to ask him whether we can assume that the failure on 
the part of the gentleman to include any particular recommendation
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which the administration has made is an indication of the fact that 
in the gentleman's judgment those recommendations would not par 
ticularly enhance the bill and that he would prefer they not be in 
cluded in this legislation ?

Mr. BINGHAM. That is correct. Incidentally, although the admin 
istration has had this bill for quite some time and if you consider the 
fact the text was substantially agreed upon at the time of the con 
ference last fall, the informal conference, we received the adminis 
tration's request for specific amendments on March 2.

Mr. SOLARZ. If I may take this opportunity to.suggest it might be 
useful if the gentleman or one of the people on his staff, not at this 
particular time, because I do not think we should take up the time 
of the committee, could make themselves available to explain to those 
of us to whom some of these administration recommendations on their 
face seem sensible why you think it would be unwise to include them 
in the legislation.

Mr. BINGHAM. Yes, certainly.
Generally speaking, I think we feel many of them can be dealt with 

adequately in the report.
Mr. SOLARZ. I have no further questions.
Mr. RYAN. Will the gentleman yield ?
As long as we are pursuing that same point, may I ask the author 

and gentleman from New York, Mr. Bingham, a couple of questions 
along the same general lines ?

I think it is the right of any author to perfect and to polish a 
piece of legislation as complicated as this. And I intend to exercise 
whatever patience is necessary, as much as necessary to give him all 
the time he needs because I think it is important. There are several 
different points of view and this is an extremely important piece of 
legislation.

I am anxious for some kind of reassurance at this point that not 
only the administration's point of view that differs with the author's 
point of view, but other points of view are properly aired here. I do 
not think we can do that this afternoon. I have some amendments to 
be presented at the appropriate time. I would like time to discuss 
those, too.

COMMITTEE SCHEDULE FOR IT.R. 1561

I would wonder what the time table is the gentleman has planned 
and do you have an idea what to anticipate in getting this bill out?

Mr. BINGHAM. That is up to the chairman. I am delighted to find, 
as I have this afternoon, that there is interest in title I. Frankly, up 
to now it has been my experience there was not a great deal of interest.

Mr. RYAN. I confess my interest is in title II, also.
Mr. BINGHAM. That is why I proceeded perhaps in a somewhat 

unusual way, and •! certainly did not intend to foreclose anyone from 
proposing other amendments to title I.

Mr. RYAN. Thank you.
Chairman ZABLOCKI. If I might reply to the gentleman from Cali 

fornia, it is the Chair's intention to go through the bill today, at least 
over some of the noncontroversial amendments, with an understanding 
that we have asked unanimous consent earlier that the members, not 
only the gentleman from Illinois, could return to sections already
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discussed. I fully realize this is a complex, a very serious, deal and 
we should be in a position to return to a section that has been acted 
upon if there are any other amendments or corrections that members 
may have.

We would like to proceed as expeditiously as possible, and never 
theless, very cautiously. Understandably we will not finish the bill 
today. We will be marking it up again further next week. We will 
very likely come to the second section, to title II, today and we will 
go through some of the amendments, but we will hold it open until 
we consider the bill for final markup next week.

If we do reach title III today, I might say the Chair intends to 
offer an amendment to strike the entire title III.

Mr. WHALEN. Mr. Chairman.
Chairman ZABLOCKI. I hope that answers the gentleman's question.
The gentleman from Alabama, Mr. Buchanan.
Mr. BUCHANAN. Mr. Chairman, I hope we will have the guidance of 

staff. If we go into title II, I understand some of our colleagues are 
prepared to offer some amendments based on some of the witnesses' 
testimony and some of the suggestions subsequent to the introduction 
of this bill, and I hope we can when we take up amendments on that 
subject have clearly before us what the administration has proposed, 
what might be at variance with it.

It seems to me it would be better for us to have ourselves clear and 
straight on what we are doing when we take up such amendments. 
I hope that can be the case today if we are going to proceed today.

Chairman ZABLOCKI. If the gentleman would yield.
Mr. BUCIIANAN. Yes.
Chairman ZABLOCKI. I might say the Chair has instructed the staff 

to invite representatives of the executive branch to be here during the 
markup should any member desire the views of the executive branch.

However, it was also my understanding there was no real contro 
versy of title I.

Mr. HAMILTON. Would the gentleman yield ?
Chairman ZABLOCKI. Mr. Pease.
Mr. PKASE. Thank you very much.
Mr. 'Chairman, I do have one amendment, and perhaps more, to 

title I which I have been working on. It is only today that I was 
able to share them with Mr. Bingham, and he has suggested and I 
am happy to accept his suggestion, and I do ask unanimous consent 
to have the privilege of going back to title I at a later point. And 
if that is the Chair's intention, I would like to put in my bid at this 
point.

Chairman ZABLOCKI. The Chair has already stated that all mem 
bers will have the privilege of returning to title I when we meet again.

Mr. HAMILTON. Will the gentleman yield ?
Chairman ZABLOCKI. Will the gentleman from Alabama yield?
Mr. BUCHANAN. Yes.

ADMINISTRATION POSITION OX U.K. 15G1

Mr. HAMILTON. Mr. Chairman, I just want to support what the 
gentleman from Alabama has said. I asked the Secretary of Com 
merce the other day if she would get up here a statement for this
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committee commenting on title II of this bill going point by point 
as to what they are for and what they are against. She indicated that 
they would do that. I am anxious to see that, and I wouldn't want to 
take final action on it until we have that.

I would like to ask the chairman if we could check with the Secre 
tary of Commerce to see if such a paper is in the course of preparation 
and will be sent here shortly ?

Chairman ZABLOCKI. It is my understanding that such a paper is 
in preparation and will be forthcoming. Indeed, we were expecting 
representatives of State and Commerce here today. I understand they 
are tied up and were to be here a half hour ago. They are on their 
way.

Mr. WHALEN. Mr. Chairman.
Chairman ZABLOCKI. Mr. Whalen.
Mr. WHALENV Mr. Chairman, I suppose it is ironic in view of the 

fact Congress is reasserting its prerogatives we are giving so much 
deference to the views of the executive branch, but I guess we all realize 
they are still a necessary part of the Government and we should hear 
from them.

Chairman ZABLOCKI. We hear them but no one listens.
Mr. WHALEN. That is right. That is the second point. I do not think 

we even really heard, Mr. Chairman, the other day—I can certainly 
appreciate with the new administration coming into office, as a matter 
of fact, many people holding down desks who are not confirmed, who 
are not even being paid—I can understand at this point in time that 
the administration may not have a position. But I was concerned and 
I would pose this question to Chairman Bingham—what was the proc 
ess that was followed on this? Were these administration suggestions 
presented in the form of a letter or did some spokesman from the State 
Department contact you ? Did this spokesman contact any other mem 
bers of the committee including the ranking minority member of the 
subcommittee?

Mr. BINGHAM. If the gentleman would yield, I must say that this 
has been conveyed as of the 2d of March to the Chairman of the 
committee and has been analyzed by members of the subcommittee 
staff. We have not had a chance to discuss it in the subcommittee.

It was my judgment that these were not matters of sufficient con 
troversy to warrant consideration in the subcommittee and, indeed, the 
bill has not been referred to the subcommittee, as the gentleman knows.

I certainly would favor leaving the matter open for further con 
sideration and circulating these very detailed views which cover some 
13 or 14 single-spaced pages and any member of the committee that 
would like to add to the amendments to this title, I welcome that.

May I just say further, in relation to the question raised by Chair 
man Zablocki—if I might have the Chairman's attention a moment.

Chairman ZABLOCKI. Excuse me.
Mr. BINGHAM. I think in the light of the point that he has raised, 

there might be some controversy afyout item 7 on this list of technical 
amendments and I, therefore, ask unanimous consent to omit that 
from that group of so-called technical amendments so it might be 
considered separately at a later time. I believe that the other amend 
ments on this list are technical and noncontroversial.
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Mr. WHALEN. Mr. Chairman, I believe I still have the time. If I 
may just make a closing comment. I am concerned that the other 
members of the full committee, and really the subcommittee last year 
which drafted title I, did not have an opportunity to see the amend 
ments proposed by the administration. It does seem to me this repre 
sents a unilateral decision as to which amendment should be sub 
mitted to the full committee and which should be deleted.

I can understand in view of the time constraints that in this in 
stance, at least, we may have to do this. But I would hope in the future 
we all would have the opportunity to hear from the administration 
either through a letter or through personal visits if a presentation be 
fore the full committee is not appropriate in terms of time.

Mr. BINGHAM. Will the gentleman yield further ?
Mr. WHALEN. I do yield.
Mr. BINGHAM. I might remind the .gentleman, and was just re 

minded myself, the letter I referred to was on the desk in front of 
every member at the time of Mr. Downey's testimony and was referred 
to him in the course of his testimony. There has been no reaction from 
any member as far as I know.

AMENDMENT ON AVAILABILITY OF INFORMATION TO CONGRESS

Chairman ZABLOCKI. The gentleman from New York has asked 
unanimous consent to delete No. 7 in his list of amendments proposed 
to title I.

Is there objection ?
[No response.]
Chairman ZABLOCKI. If not, so ordered.
And the Chair deeply appreciates the gentleman's agreement to 

postpone consideration of that particular amendment, No. Y, because 
it does lend itself to interpretation that may be 'contrary to the basic 
intent of the rule.

Is there any further discussion on the remaining eight ?
The gentleman from New York had sought recognition. 

"• Mr. SOLARZ. I have just one question.
Are you letting us know when you plan to recess today's markup ? 

How long do you expect this to continue ?
: Chairman ZABLOCKI. The Chair would hope we can continue until 

the bells ring for a vote. There is'2 hours of debate on the appropria 
tions bill" under the rule. When the House is under the 5-minute rule, 
we would be subject to a point of order. The Chair will adjourn when 
the House is under the 5-minute rule.

MrVFlNDLEY. Mr. Chairman, would the gentleman from New York, 
Mr. Bingham, mind giving me just a brief explanation of the effect 
of No. 2? '

Mr. BINGHAM. Amendment No. 2, as I indicated, is to correct a 
typographical error in the bill. • ~

Mr. FINDLEY. That is the only effect of the amendment ?
Mr. BINGHAM, That is right.
•Chairman ZABLOCKI. Mr. Lagomarsiho.
Mr. LAGOMARSINO. The question to the chairman, dropping No. 7, 

does that indicate we will not take up that subject or only it will not 
be considered now ?
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Chairman ZABLOCKI. It will not be considered now. It will be con 
sidered later.

Mr. LAGOMARSINO. Thank you.

ADOPTION OF TECHNICAL AMENDMENTS TO TITLE I

Chairman ZABLOCKI. The question occurs on the amendment of the 
gentleman from New York on the technical amendments of title I of 
fered en bloc by Mr. Bingham with the deletion of item 7.

All those in favor signify by saying "aye".
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no."
[No response.]
Chairman ZABLOCKI. The ayes have it and the amendments are 

adopted.
Are there any further amendments to title I ?
[No response.]

TITLE II: FOREIGN BOYCOTTS

Chairman ZABLOCKI. If not, the clerk will read. 
Mr. BRADY [reading]:
Title II, page 23, Foreign Boycotts. Section 201 (a). The Export Administra 

tion Act of 1969 is amended by redesignating section 4A as section 43 and by 
inserting after section 4 the following new section——

Chairman ZABLOCKI. The gentleman from New York. 
Mr. EOSENTHAL. I ask unanimous consent that title II be considered 

as read and open for amendment at any point. 
Chairman ZABLOCKI. Is there any obj ection ? 
[No response.]
Chairman ZABLOCKI. If not, so ordered. 
Are there any amendments to title II ? 
The gentleman from California, Mr. Ryan.

INTENT

Mr. RYAN. Mr. Chairman, I have an amendment, page 23, line IT, 
regarding the intent.

Chairman ZABLOCKI. The clerk will distribute the amendment. 
Mr. BRADY [reading]:
Amendment to H.R. 1561, title II, offered by Mr. Ryan. On page 23, line 17, 

insert the words "with intent" after the word "actions" but before the words 
"to comply."

Chairman ZABLOCKI. The gentleman from California is recognized 
in support of his amendment.

Mr. RYAN. Mr. Chairman. I am at a disadvantage here because I am 
not an attorney. However, the purpose, or should I say the intent, of 
the intent here on line 17 is to indicate some degree of intent on the 
part of someone who violates the law. In other words, if there is an 
unconscious violation of this law, it does not seem to me the law ought 
to apply in the same sense and force as it would where the act is 
intentional.

I have here in the hearing room some attorneys who are willing and 
able to testify to this particular point if it is necessary, or if the
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request is accepted by the chairman of the committee. I would make 
that request.

Chairman ZABLOCKI. The gentleman asks unanimous consent for 
somebody to testify; is that it ?

Mr. EYAX. Yes; that is it.
Chairman ZABLOCKI. Is there any objection ?
The gentleman from California is privileged to call somebody to 

explain his amendment.
Mr. BEDELL. If it is a noncontroversial question, why do we need to 

have testimony ?
Mr. FASCELL. This is controversial.
Chairman ZABLOCKI. I would suspect almost any amendment, even 

a "but" or "and," might be controversial. The gentleman is privileged 
to call witnesses.

Mr. BYAN. I would like to ask Mr. Morrison and someone on my 
staff to step forward.

Chairman ZABLOCKI. Will the gentleman identify himself for the 
record.

STATEMENT OF JOHN C. MORRISON, ATTORNEY, RAGAN & MASON

Mr. MORRISON. I am John C. Morrison. I am with the law firm of 
Bagan & Mason here in Washington.

This amendment would couple the need for intent to comply pur 
suant to an agreement whether it is expressed or implied to do a 
prohibited act. Now, the need for intent seems to be clear in the 
administrative process when you have criminal penalties as high as 
$50,000 or civil penalties of $10,000 as recommended by the Secretary 
of Commerce in testimony before you yesterday.

We would think it is necessarj7 to require a finding of intent just in 
terms of the basic due process of law; to require an intent to do an 
illegal act or an act that would be illegal under this bill.

Mr. BYAN. Mr. Chairman, as best I can understand this, I think it 
is extremely important because what it involves here is the question 
of whether or not someone engaged in international trade can, in 
looking at the enormous number of ways there are to violate this 
legislation by making an inadvertent mistake in the process of follow 
ing this law, be fined, say. $10,000 or imprisoned for such an uninten 
tional act.

I think this particular amendment simply clarifies already what 
should be any person's concern in regard to the rights of those who 
are engaged as American citizens in international trade.

Chairman ZABLOCKI. The Chair would like at this time to advise 
that this is a highly irregular procedure because we have had hearings 
with the public and the executive branch and interested parties testi 
fying. But in the markup, usually the interpretation of some of the 
amendments proposed, testimony is limited to the executive branch. 
I hope this is hot setting a precedent.

Mr. EYAN. Mr. Chairman, as long as I have not gone to law school 
and learned how to read, which is a reason I was told by a fellow 
legislator the reason he went to law school was to learn how to read, 
I need some help in explaining what I read. I appreciate the indul- 
gence of the committee, but it is necessary.
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Chairman ZABLOCKI. The gentleman from California has asked 
unanimous consent and there was no objection. But I do not want to 
have a hearing going on, while we do want expert advise or interpreta 
tion of even the words "with intent."

The gentleman from New York.

Mr. ROSENTIIAL. I rise in opposition to the amendment. I know of 
no criminal statute or other statute that has the words "with intent." 
In almost every criminal statute, one form of intent, that is, intent to 
take the prohibited action is implied in the statute. The intent con 
templated here is different and involves an intent to accomplish a 
particular result. This form of intent is a very difficult thing to prove. 
It is a subjective element. This intent would totally destroy the whole 
construction of this section.

To my knowledge, there is no criminal statute of any kind anywhere 
on any subject that has the words "with intent" in this kind of an 
application, and I would urge a defeat of the amendment.

Chairman ZABLOCKI. Is there any discussion ?
Mr. LAGOMARSINO. Mr. Chairman.
Chairman ZABLOCKI. Mr. Lagomarsiiio.

INCLUSION OF "INTENT" IN CRIMINAL STATUTES

Mr. LAGOMARSINO. My recollection of the criminal law may be very 
vague, but it is not that vague that I do not recall that many criminal 
statutes do proyidc for the intent.

I think it is a very basic premise of American jurisprudence that 
persons cannot be held guilty of at least the crimes that require intent 
unless they have intent to commit whatever the proscribed act is. I 
think Mr. Ryan is right.

Mr. ROSENTIIAL. If the gentleman would yield.
Chairman ZABLOCKI. Would the gentleman yield ?
Mr. LAGOMARSINO. Yes.
Mr. ROSENTHAL. I think it is very difficult to consider whether it 

is in the statutes or not. Both of us have been out of a school for a 
reasonable number of years. In every criminal case for a conviction 
or a finding of guilty or most cases there has to be a finding of intent, 
and this section implicitly has intent in it.

If you add the words "with intent" where this amendment adds 
them, you make the measure of proof absolutely impossible. There is 
no way to deal with the subjective frame of mind to tell whether a 
corporation, for example, has intent or not to accomplish a certain 
result.

Nobody who has looked at this section, Mr. Ryan, no member of 
the executive branch, no member of the Business Roundtable, no mem 
ber who has any interest whatsoever, including dozens of lawyers 
from major corporations in the United States, has ever suggested we 
put this language in the statute.

Mr. SOLARZ. Mr. Chairman.
Chairman ZABLOCKI. The gentleman from New York, Mr. Solarz.
Mr. SOLARZ. Thank you, Mr. Chairman.

87-231—77———18
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I think the intent, if I may use the word of the gentleman from 
California, is well intended. I think there is a potential problem here 
which we ought to address. As I understand it, generally speaking, 
an individual is presumed to intend to do what they do. It may be 
from time to time a person does something they do not intend to do 
in which case I would assume that would be a defense against the 
prosecution under the terms of this section.

The potential difficulty with the gentleman's amendment that I see 
is that it might potentially change the burden of proof with respect 
to a prosecution under the terms of this section so that an individual 
who presumptively violated the law, instead of having to prove that 
they did not intend to violate the law would now be in a situation 
Avhere the Government had to prove that they did intend to violate the 
law. I am concerned that that might require a standard of proof which 
it would be very difficult, if not impossible, to the Government to meet. 

Mr. FASCELL. Would the gentleman yield ?
That is exactly what those words do. I am not a criminal lawyer, 

but it is the criteria by which you would come under the criminal 
penalties of the act.

Mr. SOLARZ. I think I agree with the gentleman's agreement. What I 
was trying to suggest was that an individual is presumed to intend 
what he does. If, in fact, the individual did intend to do what he did, 
I think the burden of proof should be on the individual to demonstrate 
they did not intend to do what their actions implied they did intend 
to do.

If this language is adopted, the Government will have to prove that 
you intended to do rather than your having to prove you did not 
intend to do it, and I think that requires a standard of proof. 

Mr. FASCELL. Mr. Chairman, may I ? . 
Chairman ZABLOCKI. The gentleman from Florida. 
Mr. FASCELL. I am not ready to agree with that last part of the 

amendment, but, I think the change in the criteria is that prohibited 
acts are out, and therefore with the words "with intent" you have to 
prove that the prohibited act actually contributed to the boycott, and 
this means you have to come up with something besides commission of 
the prohibited act.

That is just a different test, and the question is whether we want to 
apply.that test in this.particular case.

Chairman ZABLOCKI. The Chair would like to state that, not being a 
lawyer, he is at the mercy of the lawyers of the committee. 

Mr. RYAX. Mr. Chairman.
Chairman ZABLOCKI.. Listening to the debate thus far, it sounds like 

a Shakespearean comedy in intent. But I would like to be helpful by 
suggesting to the gentleman from California that, perhaps some lan 
guage could be placed in, the report, stating that inadvertent intent 
to viol ate the 1 aw should be taken into consideration.

Mr. FASCELL. You can't do that in the report, if the law allows no 
excuse.
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NEED FOR "INTENT" IN TITLE 11

Mr. EYAN. Mr. Chairman, if I may be allowed time to rebut the 
argument so far on this amendment, I think I can do something about 
that and perhaps convince the chairman of the validity of this.

First of all, it is my understanding of legal theory that you are 
innocent until proven guilty. Now, we have here a switch which will 
allow for criminal penalties as high as $50,000 or civil penalties as high 
as $10,000, in the event of violation of this law requiring the business 
man to prove he is innocent.

I am not quarreling with the penalties, I think we should have 
penalties, because I think any kind of discrimination we are talking 
about in this section ought to be punished, where we know that that is 
exactly what happened.

But if we are going to have the threat of even without knowing 
what you are doing putting yourself in a position where you engaged 
in trade and may fall into this trap as a businessman, I think you place 
such a heavy burden on those that want to do business in foreign coun 
tries, and those who bring back business for American jobs, as to con 
stitute a real and a serious threat to international commerce as it 
relates to this antiboycott provision.

Now, second of all, the Stevenson bill in the Senate, as I am told, 
as informed already has this amendment regarding intent in the 
legislation. .

The third point is this: The Secretary of Commerce, I am told, in 
her testimony here the other day, said to the committee this should not 
be imposed without a required finding of intent, to comply pursuant 
to an agreement. She said that this had to do with basic due process of 
law, with which I agree.

This is a matter of civil liberties and civil rights, and anybody doing 
business overseas ought to be allowed to have it proven, the charge 
proven against them, that they have intended to violate the law. If that 
is essentially what we are coming down to right now in this amend 
ment, it ought to be in the law and not simply in the report.

Mr. BINGHAM. Will the gentleman yield ?
Mr. EYAN. I will be glad to yield.
Go ahead.
Mr. BINGHAM. May I call the attention of the gentleman to the fact 

that the section 6 of the act on violations, refers to "whoever know 
ingly violates any provision of this Act." So that there is no prohibi 
tion of an unconscious act.

Mr. EYAN. What page is that?
Mr. BINGHAM. It is in section 6 of the act, and would not be changed 

by these amendments.
Mr. EYAN. In the act as presently exists? • .
Mr. BINGHAM. In the act as presently exists. • .. •
Mr. EYAN. Then why is there any problem for the addition that is 

already in effect, then? What is the objection to this, then?
Mr. BINGHAM. I am simply pointing out that the gentleman's argu 

ment about their being penalties for unknowing violations is not cor 
rect. Now, whether or not the words "with intent" should go into this 
section or not, I will leave to my colleagues to discuss. . - ' .

Mr. FASCELL. One question arises, ir the gentleman will yield.
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Chairman ZABLOCKI. The gentleman from California has the floor.
Do yon yield ?
Mr. RYAN. I would like to, if I can, just take these one at a time as 

we go along. It seems to me that if the principle is already here, I 
would be substantially reassured, and so would many others who want 
to do business overseas, if they could have that kind of reassurance. If 
what you say is already the principle in the law itself, why is there 
any objection now, if it is already established this is what we want 
to do?

Chairman ZABLOCKI. The time of the gentleman has expired.
Mr. Bedell.
Mr. BEDELL. Mr. Chairman, I did not intend to speak. But since I 

find myself doing what I did not intend to do, it seems quite clear to 
me that justice should be determined by what one does, not what one 
intends to do. So now I intend to yield back the balance of my time. 
I am going to do what I intended to do and yield back the balance 
of my time.

Chairman ZABLOCKI. A very enlightening contribution; I must say.
The gentleman from Indiana.

Mr. HAMILTON: Mr. Chairman, a moment ago I indicated an interest 
in getting the administration's position on a series of matters, and this 
is one specifically. I am informed that the draft that the administra 
tion is sending or has approved does include this amendment—the 
words "or intend to comply." That is what I am told. But I must say 
I haven't seen it and I can't vouch for it myself. I think members 
might like to know that, and I therefore think that perhaps we ought 
to pass over this amendment, until we have had an opportunity to hear 
the administration's position on it.

Chairman ZABLOCKI. The gentleman from Florida.
Mr. FASCELL. Mr. Morrison?
Mr. MORRISON". Morrison.

Mr. FASCELL. Morrison. You are not a criminal lawyer, are you?
Mr. MORRISON. No, sir.
Mr. FASCELL. Will vou tell me what the difference in the standard 

of proof is between the language as it appears on the draft and the 
language as changed with the words "with intent" ?

Mr. MORRISON: Yes, sir.
Mr. FASCELL. What is the difference ?
Mr. MORRISON. The difference, as Mr. Solarz pointed out, is a bur 

den of proof. It is a burden of proof, which would require the Gov 
ernment to make a showing of intent, that there was an intent to 
comply, or intent to do the prohibited act.

Mr. FASCELL. Let me ask you, right there.
Mr. MORRISON. Yes, sir.
Mr. FASCELL. In other words, what you are saying is notwithstand 

ing the fact that the act spells out prohibited acts, a violation of which 
would call for a penalty, you are saying that the performance of the 
acts themselves is not sufficient to trigger the penalties of the act ?
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Mr. MORRISON. I think that there must be a showing that there was 
an intent to do an unlawful act.

Mr. FASCELL. All right. Let's stop right there; and take this scen 
ario. A prohibited act is performed.

Mr. MORRISON. Yes.
Mr. FASCELL. Would your language added "with intent" for the 

additional evidence trigger the requirement that beyond the fact that 
everybody agrees the prohibited act was committed ?

Mr. MORRISON. Well, this would entail a situation where, through a 
mere ministerial error, or a mere ministerial performance, an in 
dividual in a company responds to a—provides information of a 
business nature.

Mr. FASCELL. Let's stop right there. Does he do it knowingly or 
unknowingly ?

Mr. MORRISON. Well, in that situation he would knowingly put the 
letter in the envelope but he may not——

Mr. FASCELL. Know the contents ?
Mr. MORRISON. May not have the required intent to perform an un 

lawful act. He is doing what he thinks is a normal business commer 
cial practice.

Mr. FASCELL. You mean he does not know that he is aiding a boy 
cott, or that he is violating a law ?

Mr. MORRISON. That is right.
Mr. FASCELL. And because he does not know what you seek to do is 

excuse him?
Mr. MORRISON. I don't seek to excuse him.
Mr. FASCELL. Well, then what do you do, I don't understand.
Mr. MORRISON. Let me, may I respond to that by just referring to 

Secretary Vance's testimony. Actually, the reference I have is his 
testimony before the Senate Banking Committee, but I understand 
that that is the same testimony that was given here. And at page 4, 
or actually at page 3 of that, he speaks to refusals of American firms 
to deal with friendly or foreign countries demonstrably participating 
in foreign boycotts should be prohibited.

Then he makes a reference that this principle makes questions about 
enforcement, about judgment on a company's intent, when it does 
not do business with a friendly country or another company.

Now, I think there should be a showing, or I suggest that there 
should be a showing, that failure of a company to do business is in 
fact an intent to prohibit, or an intent to do a prohibited act.

Chairman ZABLOCKT. The gentleman from New York, Mr. Solarz.

WITNESSES BEFORE THE COMMITTEE

Mr. SOLARZ. Mr. Chairman, I have to say that I regret the fact 
that when the witness was first brought on the stage that I didn't 
register an objection at that time. I mean, IIP looks like a fine fellow, a 
decent family man and accredited member of the bar, but I must say 
I think this whole procedure is entirely irregular and I really hope 
this will not constitute a precedent——

Chairman ZABLOCKI. The Chair so stated——
Mr. SOLARZ [continuing]. Of practices before this committee. I 

mean, we have no idea of what clients this gentleman's firm represents.
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We haye.no understanding really of why, what his interest is in this 
legislation, all of which may be——

Mr. RYAN. Mr. Solarz.
Mr. SOLARZ. Let me just finish—all of which may be entirely legi 

timate. But when we have hearings on a bill, if someone has a con 
tribution to a committee they arrange to testify, members of a com 
mittee can ask them questions, determine who they represent and 
what their interest is. I know that he was brought here under the best 
of circumstances, with an intention that he make a contribution for 
our consideration of this legislation, but I don't think——

Mr. RYAN. Would the gentleman yield ?
Mr. SOLARZ. One second. I don't think that we ought to get tied up 

with a prolonged interrogation of a witness whose background in 
relation to the legislation we don't really understand.

I will yield.
Mr. RYAN. Well, thank you for yielding. But I think that, first of 

a-11, it was my intent—and I so stated at the beginning when I asked for 
unanimous consent—to ask for assistance. Unanimous consent was 
asked for and obtained, and on that basis an exception was made.

I think the chairman MTas perfectly within his right to do that, 
under the rules of the House. And now after he has made some points, 
now suddenly there is a question about his right to do so. The permis 
sion was given. If he wants it to be withdrawn, we will withdraw it. 
In the meantime, I think that the witness has at least given some 
background that was discussed with me. I repeat, I am not an attor 
ney, and I resent not being capable as a nonattorney to go into some 
matters which have a rather narrow legal base, but the effects of 
which are profound upon others who are nonattorneys, and who do 
business in this country and overseas. That is the reason and the in 
tent for taking some exception to the normal procedure.

Mr. ROSENTHAL. Would the gentleman yield ?
Mr. RYAN. Be glad to yield to the gentleman.
Chairman ZABLOCKI. The gentleman from New York has the time.
Mr. RYAN. Oh, I am sorry.
Go ahead.
Mr. ROSENTHAL. I think Mr. Ryan has a point. You are at a dis 

ability, as are all of us, Leo, in discussing these highly complex legal 
points. What we have done in the past is to have coimsel from the 
committee and counsel from the various departments, and counsel 
from the White House.

You are entitled to legal counsel in this situation, and I think it 
should be counsel that is essentially responsible to the Federal Gov 
ernment, not private clients. I don't know who his clients are, and I 
hesitate to ask. I don't think it is any of my business at this moment, 
but there is that problem.

Mr. RYAN. Well, if the gentleman will yield, if it is the wish of the 
members of the committee I would be glad to defer, to ask permission 
of the Chair to withdraw the consent, and we will go on from here. 
But my purpose in having the witness here, having the assistance 
here, was to simply provide explanation of a very complex and rather 
important legal point.

Mr. ROSENTHAL. If the gentleman will yield.
Perhaps we could invite the Attorney General to send representa 

tives, and they could explain to us at great length what the words
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"with intent" mean, and what they mean in the statute. I think that 
is a more objective opinion, rather than a private attorney who is 
representing a private client.

Mr. RYAN. I would be glad to be recognized at an appropriate time.
Chairman ZABLOCKI. The Chair stated his opinion, when unanimous 

consent was asked, that it was a counsel to a member of the committee, 
who wanted somebody he had confidence in who had legal training to 
explain the technicalities of his amendment. As the Chair stated, it was 
irregular, it was not to be a precedent, but the unanimous consent was 
not denied. Nobody objected, and therefore I think we were proceed 
ing in proper order. The Chair, however, does not intend to withdraw 
the consent. I cannot, unless the gentlemen from California himself 
wants to withdraw his unanimous consent request.

Mr. FASCELL. Mr. Chairman.
Chairman ZABLOCKI. The gentleman from Florida.
Mr. FASCELL. We are not going to get through with this bill this 

afternoon. Why don't you reserve the right on your amendment, with 
draw the amendment, and meanwhile let all the lawyers take a crack 
at it?

Mr. RYAN. Mr. Chairman, if I may be recognized to respond to Mr. 
Fascell's suggestion.

First of all, if I am recognized, I would like to ask unanimous con 
sent to withdraw my request.

Chairman ZABLOCKI. Is there objection ?
If not. so ordered.
The witness is dismissed.

WITHDRAWAL OF AMENDMENT TO ADD "iNTENT"

Mr. RYAN. In connection with the suggestion first made by the 
gentleman from Indiana, Mr. Hamilton, and then by the gentleman 
from Florida, Mr. Fascell, in view of the nature of some of these 
amendments, and I have eight of them which I have had the staff 
working on, and you should have, we will have copies later on.

I also have asked the staff to give a set of them to Mr. Bingham who 
is the author of the bill. I would like to ask unanimous consent to with 
draw this amendment for the present time, with the understanding I 
would have the right to resubmit it at the appropriate time later on, 
along with other amendments I have to title II as well as one to title 
III.

Chairman ZABLOCKI. Is there any objection to the gentleman from 
California withdrawing his amendment?

If not, so ordered.
As unanimous consent has been previously obtained, members will 

be permitted to come back to this section.
Mr. BINGHAM. Mr. Chairman.
Chairman ZABLOCKI. The gentleman from New York.

PACKAGE OF AMENDMENTS TO TITLE II

Mr. BINGHAM. I would like at this time to offer on behalf of several 
members of the committee a batch of amendments which I think it 
would be helpful to the committee to have in front of them.
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The very first one I think would go a long way to meet the objections 
or the questions raised by the gentleman from California. These amend 
ments are offered by those of us who originally sponsored the amend 
ment last year which added title II. They have been drawn after care 
ful consideration and consultation with the administration, and in the 
light of the agreement entered into between the Businessmen's Round- 
table and the ADL. They may not go all the way that the administra 
tion wants to go, but it seems to me that since these amendments reflect 
for the most part concessions or compromises that the sponsors of the 
bill and tho original amendment are prepared to make, that it would 
be sensible to have these for the committee before the members to con 
sider, before our next markup session.

In light of that, they may have other amendments to offer, or some 
of their other amendments may not be necessary. So I would like to 
have that circulated at this time. I don't believe they could be consid 
ered en bloc because I think that would create a complication. But the 
counsel for the committee has suggested a committee print could be 
prepared referring to these amendments summarizing them in the 
margin, and I think that would be helpful to the orderly consideration 
of this bill.

So the staff does have these amendments, Mr. Chairman, and I would 
like to offer them on behalf of myself, Mr. Kosenthal, Mr. Fascell, and 
Mr. Solarz.

Mr. ROSENTHAL. Will the gentleman yield?
CHAIRMAN ZABLOCKI. The gentleman from New York.
Mr. ROSENTIIAL. Very briefly, I want to say that these amendments 

were drafted with the cooperation and advice of a number of very dis 
tinguished attorneys here in Washington, people associated with the 
Roimdtable, with the ADL, with lawyers in the administration and 
with members of the House staff. They have had an extensive and 
thoughful review, and represent in many areas compromises of our 
proposal.

Chairman ZABLOCKI. The Chair would like to ask the gentleman 
from New York, Mr. Bingham, is it your intention to ask consideration 
or have a debate on these amendments today ?

Mr. BINGHAM. No.

COMMITTEE HUNT OF PROPOSED AMENDMENTS

Chairman ZAELOCK.I. The Chair would like to suggest that these 
amendments be printed in a new committee print and we can then 
have them for our next meeting and members will have an opportunity 
to study them.

Mr. BINGHAM. May I add, Mr. Chairman, in addition to amendments 
circulated, we do have a Ramseyer prepared to show in what way they 
change the bill.

Mr. FINDLEY. Mr. Chairman.
Chairman ZABLOCKI. The gentleman from Illinois, Mr. Findley.

ADMINISTRATION POSITION OF PROPOSED AMENDMENTS

Mr. FINDLEY. Mr. Chairman, could I also suggest to the Chair that 
we delay consideration of these amendments until such time as the
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executive branch is ready to make comments on them ? I think we are 
really kind of spinning our wheels here today, because we really have 
no clear signal from the executive branch as to the position it prefers, 
and the executive branch has the very complicated task of carrying 
out this legislation which we all recognize is very controversial. It 
seems to me it would make progress much more expeditions if we would 
get the executive branch here with its comments, and in position to 
respond to questions.

Mr. BINGHAM. Will the gentleman yield ?
Mr. FINDLEY. I would be glad to yield.
Mr. BINGHAM. The only problem with that is that in all honesty the 

administration has simply not been able to come up with a position 
with regard to some of these matters. Now, these amendments do re 
flect to a very large extent suggestions and proposals made by Secre 
tary Vance when he was here; by the Secretary of Commerce, but there 
are points in which the administration simply does not have a position, 
so I don't think we should commit ourselves to wait.

Mr. FINDLEY. Well, let me just make this further suggestion, that 
we at least require that representatives of the Department of Com 
merce and a representative of the Department of State be here, ready 
to respond to questions.

Even if they don't have a unified position in the executive branch, 
at least we can get some answers to questions which will satisfy some 
concerns we have. It really astonishes me that here we are midway in 
a highly technical matter and we can't even get a clear signal from 
the executive branch as to whether the words "with intent" should be 
included in a particular provision of the bill.

COMMITTEE PRINT

Chairman ZABLOCKI. If the Chair could make a statement, I think 
we can bring this to a reasonable understanding of what our future 
program and our procedure will be. The Chair would like to advise 
all members who have amendments to titles I and II to provide them 
to the chief of staff, so that they can be incorporated in a committee 
print, with the name of the sponsor in the border. We will certainly 
invite the legal staff of the State and Commerce Departments to be 
here for the markup.

I would like to point out the committee has a very good legal mind 
available to it, our legal counsel, and I am surprised that I, myself, 
didn't call upon him to give the interpretation of the words "with 
intent." But since Ave struggled with this little phrase "with intent" 
the Chair can readily realize and understand that we are going to 
have some very technical discussions in the future.

Therefore, again I would hope that all members who have amend 
ments to the bill would present them to the chief of staff for incor 
porating into a new committee print, and I think it would be the 
better part of valor and wisdom to end the meeting now. We have 
only 10 minutes remaining before being called to the floor. We would 
be in violation of the House rules if we were to continue when the 
House is under the 5-minute rule.

Mr. LAGOMARSINO. Mr. Chairman.
Chairman ZABLOCKI. Yes.
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Mr. LAGOMARSINO. Mr. Chairman, someone suggested earlier, I be 
lieve it was Mr. Hamilton, I am not sure, that we perhaps have some 
one from the Attorney General's Office as well, because if the Attorney 
General is going to have to prosecute these cases, I think we ought to 
have some idea what his feeling is about the words "with intent."

Chairman ZABLOCKI. The only problem I have heard, from one of 
my colleagues to my right, is if we have too many lawyers we will 
never finish. I might say in the final analysis, we welcome the advice 
of the executive branch, but I think the final decision should be ours. 
Therefore, I would like to suggest that the committee stand adjourned 
until tomorrow morning, when we will hear Secretary Vance, at 10:30.

The committee stands adjourned until 10:30.
[Whereupon, at 3:55 p.m., the committee adjourned, to reconvene 

at 10:30 a.m., Wednesday, March 16,1977.]



EXTENSION OF THE EXPORT ADMINISTRATION
ACT OF 1969

THURSDAY, MARCH 31, 1977
HOUSE OF REPRESENTATIVES, 

COMMITTEE ON INTERNATIONAL RELATIONS,
'Washington^ D.C.

The committee met in open markup session at 9:45 a.m. in room 
2172, Rayburn House Office Building, Hon. Clement J. Zablocki 
(chairman of the committee) presiding.

Chairman ZABLOCKI. The committee will please come to order.
This morning we continue consideration of H.R. 1561, the exten 

sion of the Export Administration Act of 1969. The members will 
find before them a committee print dated March 30 showing all of the 
proposed amendments to H.R. 1561 which were filed with the com 
mittee as of that date, March 30.

The main difference between this and the earlier print is that some 
of the proposed amendments have been withdrawn or slightly modi 
fied. Last Tuesday when the committee adjourned consideration of 
the bill, the order of business was a package of amendments to title 
II offered by Mr. Bingham and Mr. Rosenthal. That is still the pend 
ing business before the committee. But I will remind the members that 
title I is still open to amendment at any time and the Chair plans to 
return to that title after we have completed deliberating on title II.

I understand Mr. Homer Moyer of the Department of Commerce 
and Mr. David Small of the Department of State are with us today 
in order to answer any questions. Mr. Small will be here later.

Mr. MOYEK. Yes, he will be.
Chairman ZABLOCKI. They will answer any questions we may have 

of the administration.
Mr. Bingham, would you care to continue discussion of your pro 

posed amendments ?
Mr. BINGHAM. Mr. Chairman, I would like at this time to ask unani 

mous consent to withdraw the package of amendments that I have 
offered along with Mr. Rosenthal and Mr. Solarz on the understand 
ing that a substitute to title II will be offered by Mr. Hamilton. I ask 
unanimous consent, Mr. Chairman.

Chairman ZABLOCKI. Is there objection?
[No response.]
Chairman ZABLOCKI. If not, so ordered.
The amendment is withdrawn.
Mr. Hamilton.

SUBSTITUTE FOE TITLE II

Mr. HAMILTON. Thank you very much, Mr. Chairman.
(277)
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I would like to offer a substitute for title II of this bill on behalf 
of several members of the committee, including Congressman Whalen. 
and the original chief sponsors of this title, Congressmen Bingham, 
Eosenthal, and Solarz. Members have before them a substitute and a 
description of the six principal amendments we have been working 
on. These amendments are the product of extensive discussions among 
the original sponsors of this bill, Congressman Wlialen and myself, 
the Departments of State and Commerce and the White House.

I believe that in a cooperative spirit we have reached a workable 
compromise, one we can support, one which tries to minimize con 
frontation at home and abroad and one which promotes the national 
interest.

Competing interests will prevent many groups from fully endors 
ing this compromise. But we believe we have reached a reasonable 
accommodation among groups with conflicting interests.

NEED FOR ANTIBOYCOTT LEGISLATION

I would like to say for myself that I fully support the thrust of 
this legislation. One disburbing, although apparently not widespread, 
feature of the Arab boycott of Israel is that it has come to include, in 
some cases, discrimination against the persons or firms on the basis 
of race, religion, and national origin. The bill we have before us with 
this substitute categorically prohibits any American person from dis 
criminating in this manner. There are no exceptions, no deferred effec 
tive dates and no Presidential waiver, and there should be none.

Another very disturbing feature in the Arab boycott of Israel is 
that it attempts to force U.S. companies to direct their business away 
from Israel and blacklisted firms. This bill in its present form also 
prohibits general boycotts by U.S. firms of friendly countries and 
blacklisted firms.

I think all of us here enthusiastically support these efforts to legis 
late provisions to deal with discrimination and to deal with other 
important practices relating to secondary and tertiary boycotts.

REFINEMENT OF ANTIBOYCOTT LEGISLATION

Mr. Chairman, I supported this legislation last year, but I believe 
U.K. 1561: with this substitute is an improved piece of legislation. One 
reason it is improved is because of the cooperative spirit with which 
the Secretary of State and Secretary of Commerce have approached 
the legislation in recent hearings before the committee. Another reason 
is that the bill's chief sponsors have tried to perfect the language, and 
they have succeeded in large measure.

The points of issue in this markup are not over how these repugnant 
aspects of the boycott are dealt with, but over the extent to which 
this law will inhibit American business and political relations in the 
Middle East.

The substitute before us in large part addresses these concerns. It 
does not in any way conflict with the principal goals of the legislation. 
Rather, it refines sections of the bill which, in the judgment of many, 
could prove counterproductive and could have the unintended effect 
of worsening relations with states in the Middle East, sharply cutting
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our trade there, and even adversely affecting the .atmosphere we hope 
can be preserved this year to help promote peace negotiations for the 
settlement of the Arab-Israeli conflict.

The substitute improves H.R. 1561 by recognizing, first, the need 
for the executive branch and Commerce Department to have a degree 
of flexibility in interpreting sections of the bill which are written 
broadly and whose ramifications are largely unknown at present. It 
also improves it because it tries to make more of a distinction between 
active compliance with boycott procedures and passive action which 
might in and of itself have been construed as compliance. Third, it 
improves the bill because it seeks to create procedures that are firm 
against the secondary and tertiary boycotts but which are not so cum 
bersome and imprecise that small businesses are scared out of the 
market. Larger firms and those with dominant market position can 
n sn ally find ways to keep business going. None of us want to support 
legislation which has the effect of discriminating against small firms.

Fourth, the substitute improves H.R. 1561 because it recognizes the 
desire to seek compromise and avoid confrontation among many 
groups, all of whom have persuasive arguments on their side.

Finally, Mr. Chairman, the substitute improves the bill because it 
tries to disrupt U.S. trade as little as possible and, therefore, hold a 
minimum to the shift of jobs and sales overseas.

Everyone working on this issue in the committee and the in execu 
tive branch and in parts of the Middle East have over the past few 
weeks tried to reduce the confrontational aspects of this legislation. 
They all recognize the far-reaching implications of this bill, and I 
think we have succeeded in part, at least in reducing the confronta 
tions implicit in the bill. I believe that this bill with this substitute 
is a fair, but firm, piece of legislation, one which is designed to be 
toiigh, and rightly so, on the issues of discrimination and the prac 
tices associated with secondary and tertiary boycotts, but one which is 
also designed to try to permit continuing economic and political rela 
tionships with the part of the world that we cannot ignore.

Secretary Vance told us when he returned from the Middle East 
that he believed that carefully directed legislation and diplomatic 
action can protect our political and economic interests in the Middle 
East. We have tried to produce what the Secretary calls "carefully 
directed legislation."

The substitute, which I have just offered, is identical to title II as 
it appears in the committee print except for three amendments that 
appear in the print. One on page 25 and two on page 27 which may be 
offered by Mr. Ryan. Otherwise, all of the amendments which are in 
the committee print, amendments by Congressman Bingham, Rosen- 
thal, Whalen, Ryan, Solarz, and Buchanan are included in the sub 
stitute. Perhaps other sponsors of this substitute would like to speak 
to it. I do not consider myself an expert on this bill. There are other 
members of this committee who know more about it than I do. I 
remain available with others to discuss any aspect of the six princi 
pal changes embodied in the substitute which are mentioned in the 
document before the members.

I know that Congressman Whalen, whose role in the development of 
the substitute has been crucial, would like to speak about this package;
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that Congressman Ryan would like to talk about some of the issues 
of particular concern to him and that Congressman Buchanan would 
like to speak about the compromise on the reporting requirements.

Mr. Chairman, I urge support for the substitute.
Mr. BINGHAM. Will the gentleman yield ?
Mr. HAMILTON. Yes, I yield.
Mr. BINGHAM. I thank the gentleman for yielding.
I would like to express deep appreciation for the role that the 

gentleman from Indiana has played—and also Mr. Whalen—in bring 
ing about this substitute. I think it has been most constructive. It is 
not going to be satisfactory to everybody. But I think the gentleman 
has performed a notable service here. I think it is worth mentioning 
just as a clarifying matter that the print shows the substitute in typo 
graphical form as if amendments were to be offered.

In fact, as I understand it, and the gentleman will perhaps con 
firm this, that is simply to show the members what changes have been 
made in the original title II, but these are not amendments in the sense 
that they remain to be acted on. The proposed changes are incorpo 
rated in the substitute as offered. Is that correct ?

Mr. HAMILTON. Yes, it is.
Mr. BINGHAM. I thank the gentleman.
Chairman ZABLOCKI. The time of the gentleman has expired.
Mr. Whalen.
Mr. WHALEN. Thank you, Mr. Chairman.

DEVELOPMENT OF COMPROMISE ANTIBOYCOTT LEGISLATION

Mr. Chairman, I want to join Lee Hamilton in urging favorable 
consideration of this title II substitute that we have worked on, the 
section of the bill dealing with foreign boycotts. I have been a strong 
supporter and, indeed, cosponsor of antiboycott legislation in the past. 
And I have also felt strongly that the United States, as a matter of 
principle, must make clear both its abhorrence of discriminatory prac 
tices and its disapproval of foreign infringement on the traditional 
freedoms of American citizens in the conduct of business transactions.

However, not until recently was I convinced a workable statute 
could be devised which both addressed these concerns and avoided 
major economic pitfalls in diplomatic confrontations.

There are three reasons why conditions have become ripe for the 
compromise before us.

First, the administration, in changing its captain, has changed its 
course. President Carter has shown a willingness to tackle this set of 
issues, and members of his team have taken a forthright stand sup 
porting antiboycott legislation. This has eliminated the overreaching 
hostility which resulted from last fall's executive-legislative clash in 
this area.

Second, many countries increasingly recognize how limited the 
effects of economic boycotts often prove and how important it is to 
maintain flexible policies toward third parties. We in the United 
States have discovered, for example, the counterproductivity of the 
economic warfare waged against Cuba. It failed to achieve its primary 
goals and it alienated most of our close allies. Some black African
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states, to cite another instance, have been understandably cautious in 
establishing the limits of their boycott activity against South Africa 
since they risked jeopardizing ties with important partners. And many 
Arab officials show a growing appreciation of American objections to 
U.S. companies being used as a tool of non-American foreign policies.

Third, all those interested in antiboycott legislation have recognized 
the special usefulness that successful compromises can have at this 
time in the creation of favorable climates for both economic relations 
and diplomatic initiatives.

Mr. Chairman, let me refer briefly in this regard to two compro 
mises we are proposing which pose the greatest difficulties. The first 
is a unilateral selection provision which prohibits the use of such 
selection in an instance where the U.S. person has actual knowledge 
that the sole purpose of the selection was to implement a boycott. Now, 
this is designed to allow U.S. companies to accept contracts in which 
the purchaser designates subcontractors or components for normal 
business reasons.

The second provision is a broadening of the Presidential authority 
to grant exemptions from the antiboycott statutes prohibitions so as to 
include permission to comply with laws of boycotting countries. This 
is aimed at avoiding the imposition of U.S. legal requirements on U.S. 
residents abroad resulting in those residents contravening local laws 
and being kicked out or punished.

In closing this statement I will repeat my conviction that this sub 
stitute represents a necessary and workable addition to our laws, and 
I urge its adoption by the committee.

I yield the balance of my time.
Chairman ZABLOCKI. Mr. Ryan.

NEED FOR CLEAR LEGISLATION

Mr. RYAN. Thank you, Mr. Chairman.
Let me begin by saying the work of this ad hoc group has done at 

arriving at this function has been very constructive, very useful and, 
in fact, without the kind of work that was done, we would be, I think, 
mired hopelessly in polarized positions which might make it impos 
sible to produce what we all want, which is the most workable bill 
possible using the clearest language.

However, Mr. Chairman, there is one point which we should not 
lose sight of as we begin this formal markup. We can all agree that we 
must enact legislation which makes it unlawful to discriminate against 
other Americans and which makes it unlawful to refrain from doing 
business in furtherance of a foreign boycott.

However, Mr. Chairman, we must be careful not to enact a bill 
which acts as an unreasonable impediment to the trade or access of 
the markets in the Middle East. American jobs in the thousands, if 
not tens of thousands, are on the line in this legislation. We presently 
only have 20 percent of the Middle East markets, and we have no 
assurances of maintaining that level, nor do we constitute an exclusive 
source for any commodity presently being traded in the Middle East.

With this in mind, Mr. Chairman, I submit we must write legisla 
tion in clear and certain terms that lets the businesmen of our country
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know what they can and should not do when they embark on a course 
of trade within boycotting countries. I will be specific in reference 
to three areas which I think H.K. 1561 and the amendment in the 
nature of a substitute as introduced will act as a deterrent or will 
be a chilling factor in trade relations between our country and the 
Middle East.

This bill must state unequivocably that prohibited actions must 
be taken with intent to further the boycott. Unless we have "intent," 
any action, even a mere ministerial action by a clerk or employee, 
could subject a company to prosecution by Federal authorities or at 
least to the question being raised about a particular contract that is 
agreed to. This is a great risk which, I think, companies in this country 
should not have to face.

Second, if we do not clearly state our U.S. exporters can comply 
with the laws of the country in which they do business as it pertains 
to activities in that country, I believe our businesses may not want 
to take that risk up front. And, again, I am concerned about the 
chilling factor.

And, third, this amendment in the nature of a substitute is a little 
short because I believe we must state with precision just what type 
of "furnishing information" we are attempting to make unlawful. 
We do not want to prohibit furnishing of correct, factual informa 
tion by a company about itself that is normal commercial information. 
We must draft a bill which our businessmen can read and say, if I do 
A or B I run the risk of prosecution. However, if I do something else, 
X or Y, I can do it without fear of prosecution. We ought not to allow 
this bill to have a chilling factor on our exports. If we do, then no 
one gains except foreign countries which are competitive with U.S. 
businesses in those Middle Eastern countries.

So, Mr. Chairman, I think the amendment in the nature of a sub 
stitute, as many philosophers urge us, is close to perfection. And I 
have three amendments I would like to offer at the appropriate time 
as we go along, which I believe will clarify still further some of the 
language which I believe even now is too imprecise. When the appro 
priate time comes, I will be ready to offer the amendments.

Chairman ZABLOCKI. Mr. Buchanan, very briefly, because we haA'e 
had an arrangement where we would have a few remarks with those 
primarily involved.

Mr. BUCHANAN. Only to say, Mr. Chairman, I would like to join 
in commending the ad hoc group members for their work. During the 
hearings I expressed several concerns. While we needed strong legis 
lation, we also needed to know what we were doing to whom. We 
needed to take into account the recommendations of the ADL—Busi 
ness Eoundtable group, the testimony of the other business groups 
and the administration.

I would like to commend the gentleman from Indiana, Mr. Hamil 
ton, the gentleman from Ohio, Mr. Whalen, and the gentlemen from 
New York, Mr. Bingham and Mr. Rosenthal, and the others who 
have worked together to come up with this package. I think it is es 
sentially a good piece of legislation, and I am very pleased with the 
statesmanship this group has shown in working out these very dim- 
cult problems.

Thank you, Mr. Chairman.
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WORK OF THE AD HOC GROUP

Chairman ZABLOCKI. The Chair wants to state, before he calls on 
the gentleman from Indiana to formally present his amendment, to 
clarify to the rest of the members that, realizing we were at an im 
passe, a very loose ad hoc committee was permitted. The only role 
the Chair played was to move it along so as to come up with a pro 
posal that would have the broadest support and least amount of 
controversy.

The Chair, I am sure, speaks on behalf of all the members in ex 
tending appreciation to the group in working out this substitute 
which may not be perfect—will not satisfy everybody—but with 
which nobody is totally unhappy. Therefore, the Chair, indeed, wants 
to thank Mr. Bingham, Mr. Rosenthal, Mr. Hamilton, Mr. Solarz, 
Mr. Ryan, Mr. Whalen, and Mr. Buchanan. I think they have done 
an excellent job. I think I have not omitted anybody that participated, 
but I do want to clarify to the other members, if they had had an 
interest and had expressed it to me, they would have been added to 
that group.

Mr. Hamilton, will you formally offer your substitute.
Mr. HAMILTON. Yes, Mr. Chairman, I offer the substitute.
Chairman ZABLOCKI. The chief of staff will begin reading the 

substitute.
Mr. BRADT [reading] :
Amendment in the nature of a substitute to Title II of H.R. 1561. Beginning 

on page 23, line 7, strike out Title II of the bill and insert in lieu thereof the 
following: "Title II"——

Mr. HAMILTON. Mr. Chairman, I ask the substitute be considered 
as read before the committee.

Chairman ZABLOCKI. Is there any objection ?
The Chair would like to suggest that the proposed substitute be 

considered by sections so we would not be skipping from one page to 
another.

Are there any amendments to section 4 (A) ?
Mr. RYAN. Mr. Chairman.
Chairman ZABLOCKI. Mr. Ryan.

Mr. RYAN. Mr. Chairman, I would like to offer my amendment 
that I offered before. On line 13 between the word "actions" insert 
the two words "with intent." I would like to speak to my amendment.

Chairman ZABLOCKI. The gentleman is recognized for 5 minutes.
Mr. RYAN. Mr. Chairman, I am introducing my amendment for a 

number of reasons. I think this is most important. This has in it some 
of the elements of the other two amendments I would like to offer 
later on.

The other members of this compromise group had agreed to insert 
the word "willfully" in the bill with an additional clarification in the 
committee reporting indicating that "with intent" is implicit in the 
language. I have no objection to the compromise amendment. I think 
the fact the word had to be changed—"willfully" in lieu of the words 
"with intent"—is illustrative of a problem that exists when we draft 
language without proper research.

8T-231—77———19
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There is nothing magical about either the phrase "with intent" 
or "willfully." In fact, upon researching culpable mental states in crim 
inal law, we came across an interesting fact. Prof. RoUin Perkins, the 
unquestioned legal authority on criminal law, states in Hornbook 
"Criminal Law" (1969, second edition), that common law interpre 
tation of "willful" is a tougher test. The intentional act must be 

coupled with the added mental element of "willfulness."
At this point, I would like to read from the committee dialog the 

last time we met wherein my friend from New York, Mr. Rosenthal, 
said: "To my knowledge, there is no criminal statute of any kind 
anywhere on subject that has the words 'with intent' in this kind of 
an appplication," and he urged the defeat on that basis.

And I have here, I think, some contradiction to that information 
which he gave. I bring it out here because I think it is important to 
point out there has been mistaken assumption about what the effect 
of these words will be once they are passed into law. And, I think we 
need to have the most precise kinds of language we can. The question 
then, is whether or not there is any precedent for the words "with, 
intent."

And in Felton v. United States, "willful" was denned as "with bad 
purpose." In King v. State, "willful" requires'the act to be done, not 
only with an evil intent, but also "without reasonable grounds for 
believing the act to be lawful."

I am told by attorneys who draft legislation for the Congress that 
we cannot even agree among ourselves on the spelling of the word 
"wilful"—one "1" or two "Ps".

In our dialog, inaccurate comments were made which I feel should 
be corrected today. There was a comment made that no criminal statute 
of any kind, anywhere had the words "with intent."

I think I can show conclusively there are numerous Federal crim 
inal statutes that have the words "with intent" as a part of it; 18 
United States Code, "Whoever, within the jurisdiction of the United 
States, with intent to deceive or mislead, wears any naval, military, 
police," and so on; 18 U.S.C. 707, "Whoever with intent to defraud 
wears or displays the sign or emblem of the 4-H Clubs," and so on; 
18 U.S.C. 114,473,749. There was a further comment made that within 
a year and a half of negotiations on this section my friend, Mr. 
Rosenthal said:

Mr. Ryan, no member of the Executive Branch, no member of the Business 
Roundtable, no member who-has any interest whatsoever, this is the first time 
in a year and a half of negotiations of this session that any person has sug 
gested "with intent."

In fact, we have the executive branch, the .'Business Roundtable, 
ECAT—that is the Emergency Committee for American Trade—have 
come out in favor of and produced the support for the words "with 
intent;"

And finally, the words "with intent" are presently in the State ver 
sion of the bill. Even if we do not put the words "with intent" in 
it in this .committee or in this House, they will become subject to 
negotiation in the conference committee report or conference com 
mittee on the bill at a later .time when it passes both Houses.

I am not opposed to the word "wilful" in the bill either with one 
"1" or two, whichever we decide, as ah alternative to~"with intent.".
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I think we are all in agreement as to what kind of mental state is re 
quired to violate the law. I suggest we use the words "with intent" 
language because it serves the purpose intended here, and there is no 
pun intended. It will be compatible with the Senate version. I think 
that is what we are trying to do.

Chairman ZABLOCKI. The gentleman from New York, Mr. 
Rosenthal.

Mr. ROSENTHAL. Thank you, Mr. Chairman.

I rise in opposition to the amendment. It is absolutely correct 
that at the last markup I said that I knew of no criminal statute or 
other statute that contained the words "with intent." The fact is, I 
did not know of such statute. I had a computer search done of title 
XVIII, and out of 800-odd sections of title XVIII, the word "intent" 
does appear in a number of them frequently dealing with fraud- 
related crimes. The issue of intent or mental state, Mr. Chairman, is 
one of the most complex and confusing in the whole area of criminal; 
law.

. The Brown Commission report on the reform of the Federal 
criminal laws, which is the basis of most of the current effort to ra 
tionalize the criminal code, states, and I quote:

If one looks at the statutes alone, the specifications of mental state form a 
staggering array. There is no discernible pattern or consistent rationale which 
explains why one crime is denned or understood to require mental state and 
another crime another mental state or, indeed, no mental state at all.

The problem is, there are basically two types of mental states which 
the statutes may require. • -

The first is general intent, the intent to perform an act prohibited 
by law without regard to its future consequences. This is the intent 
which I correctly stated last time would be required even if the statute. 
did not mention intent. For example, the Supreme Court held in 
Morissette v. United /States 342. U.S. 246 that a person cannot be found 
guilty of theft of Government property where he believes the prop 
erty he took had been abandoned by the Government. This was true 
even though the statute in question did not mention "intent."

This requirement of general intent is already present in the-Export 
Administration Act. It is in the act. Section 6(a) of the act limits 
criminal penalties to persons who knowingly violate a provision of the 
act. This prevents any inadvertent criminal violation. Thus, a central 
problem raised by Mr. Ryan is already dealt with.

But .them is a second type of intent called "specific intent."
This involves the intent to do a further act or achieve specific con-,: 

sequences. Mr. Ryan's amendment relates to this type of intent since 
it would limit violations of the act to persons who take any of the 
prohibited actions so as consciously and deliberately to comply with, 
further or support bhe boycott. This raises a potentially difficult prob 
lem for a court which would arguably have to conclude that the 
alleged violator had set out on a deliberate plan to further the boycott.

I believre that many of Mr. Ryan's problems are already treated by 
the substitute in the bill without having to force the court to read the
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mind of a potential violator. As presently drafted, the substitute pro 
hibits actions of refraining to do business pursuant to agreement with, 
requirement of, or request from or on behalf of the boycotting country.

In an amendment that is already included in the committee print, 
this condition would 'be extended to all of the prohibitions of the bill. 
The effect of this language is to require a finding that the alleged 
violator was responding to an agreement, requirement or request be 
fore there could be a violation. In this way, we would limit prosecu 
tions to individuals whose acts were demonstrably and directly related 
to furthering the boycott while avoiding the risk of imposing upon a 
court the difficult, if not impossible, burden of showing a particular 
subjective mental purpose.

Mr. Ryan's amendment would, let me restate it, require a finding 
that a violator subjectively intended to further the boycott. It creates 
a difficult and, as I said, almost insurmountable problem of proof. The 
bill protects persons against inadvertent or negligent violations. The 
use of the word "willfully" in the preceding line makes it clear that 
an American cannot be found guilty if he or she were mistaken of the 
impression as to the nature of that action.

Second, the phrase in bold type beginning "If such action" makes it 
clear that the only action prohibited is action responding to a particu 
lar motivation. Together, these clauses meet the legitimate concerns 
of persons fearing an inadvertent violation while avoiding the over 
whelming problem of proof associated with the word "intent."

I urge the defeat of the gentleman's amendment.
Mr. BINGHAM. Will the gentleman yield ?
Mr. ROSENTHAL. Yes.
Mr. BINGHAM. I would like to compliment the gentleman on a 

scholarly statement, and I support his position. I would merely like 
to say with respect to the spelling of the word "willfully" that two 
"1's" is the preferred spelling in Webster's Collegiate Dictionary and 
that is the spelling already used in the act.

Mr. FASCELL. I move the previous question.
Chairman ZABLOCKI. The previous question has been requested.
All those in favor signify by saying "aye."
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no."
[Chorus of noes.]
Chairman ZABLOCKI. The "noes" appear to have it.
Mr. RYAX. May I ask a show of hands on that, Mr. Chairman ?
Chairman ZABLOCKI. A division vote.
Mr. RYAN. Yes.
Chairman ZABLOCKI. All those in favor signify by raising their right 

hand.
[Show of 'hands.]
Chairman ZABLOCKI. Those opposed.
[Show of hands.]
Chairman ZABLOCKI. Announce the vote.
Mr. BEADY. Ten ayes and 16 noes.
Chairman ZABLOCKI. The amendment is not agreed to.
Are there any other amendments to section 4(A), page 2?
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Mr. EYAN. Mr. Chairman, on page 2,1 think the motion is to strike 
the words "if such action is taken or agreed to 'be taken pursuant to 
an agreement with the requirement of or request from or on behalf of 
the boycotting country."

Chairman ZABLOCKI. The gentleman's amendment will be circulated.
Mr. FASCELL. Are you in title II or title I ?
Mr. EYAN. I am in title I, I believe.
Mr. FASCELL. You have title II, Leo.
Chairman ZABLOCKI. It is on page 2 of the substitute.
Mr. FASCELL. Mr. Chairman.
Chairman ZABLOCKI. Yes.
Mr. FASCELL. Parliamentary inquiry. Are we through with title I ?
Chairman ZABLOCKI. There is a substitute for title II of the bill 

before us.
Mr. FASCELL. I understand where it is, Mr. Chairman. I am asking 

a question, are we through with title I ?
Chairman ZABLOCKI. No, we are not. There is unanimous-consent 

agreement to return to title I after we complete the rest of the bill.
The chief of staff will read the Eyan amendment to page 2.
Mr. Brady [reading]:
On page 2, line 3, after United States, "If such action is taken or agreed to be 

taken pursuant to an agreement with, a requirement of, or request from or on 
behalf of the boycotting country," ——

Mr. EYAN Mr. Chairman, for those members of the committee, 
if you will follow along with me. On page 2 of the substitute, you 
will note that under section (a) those same words appear "pursuant 
to an agreement with, a requirement of, or request from or on behalf 
of the boycotting country." Those are the exact same words that are 
used above in the larger context. What has happened is this: In the 
compromise version, they took the language from section (a) and put, 
it there under the larger part so that the language would also affect 
section (b), (c), and so on clear through.

Now, what I am trying to do is to put the words back in the original 
version of H.B. 1561. By moving this phrase to section 4(A) (1), it 
becomes applicable to all the prohibited actions itemized in subpara- 
graphs (A) through (H) of the committee print. There is a substantial 
broadening then of that particular authority under paragraph (A). 
The impact of this amendment should not be overlooked because by 
placing the words "requirement of or request of" at this point the bill 
creates a substantial impediment to the furnishing of information to 
customers in a boycotting country under section (e). For example, it 
is a common business practice for a customer in a boycotting country 
to submit a request to a U.S. exporter for information about that ex 
port. These requests are often contained in offers to negotiate and 
may include requests for information of a commercial nature as well 
as other information prohibited by subsection (e). By making the 
prohibitions comply to request for information by a boycotting coun 
try, a U.S. exporter will be less likely to respond with any informa 
tion if it knows to do so could subject it to risk of prosecution.
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Again, this chilling effect now covers all those subparagraphs, and 
I believe those examples such as I tried to clarify with the words 
"with intent," suggests we should draft this bill with caution.

In effect, by making the prohibition so broad, we are closing the 
door on prospective commercial opportunities in boycotting countries. 
My amendment would permit discourse between an exporter and a 
customer during early phases of the contract negotiations. The impact 
of this bill which we all support is the same.

With this amendment, it merely allows U.S. exporters latitude to 
negotiate terms out of an agreement. We should not place a burden 
of a risk of potential prosecution on the basis of receiving a request 
from a boycotting country unless from a result of this request there 
is an agreement to do the prohibited act. I don't object to this phrase 
being applicable to A through D and F, G, and H. But I do not think 
we should prohibit responses to questions in the preliminary negotiat 
ing stages of business transactions when there is nothing binding be 
tween the parties. I would like to propose a qualification to section 
(e) to protect the businessman's ability to secure business information 
in a commercial context——

Mr. FOUNTAIN. Is this one of the amendments recommended by the 
administration ?

Mr. EYAN. I am not prepared to say. Someone from the administra- 
. tion is here to answer your question. 

. Mr. BINGHAM. Mr. Chairman.
Chairman ZABLOCKI. The gentleman from New York.
Mr. EYAN. Mr. Fountain has asked a question about the administra 

tion's position.
Mr. BINGHAM. I would like to speak to that, if I may.
Mr. EYAN. I will be glad to yield.
Chairman ZABLOCKI. The gentleman only has about a half a minute.
Mr. EYAN. Mr. Fountain has asked a question about whether or not 

the administration supports it. We have a gentleman from the admin 
istration to answer the question.

Mr. FOUNTAIN. It is not identical to the language that has come 
to me from the Secretary of State. It sounds like it may in part cover 

.the same matter. I was wondering if someone from the administration 
would express himself as to this particular amendment if it is the one 
they propose or is in substance the one they propose.

Chairman ZABLOCKI. Is there anyone from the administration 
present?

STATEMENT OF HOMER E. MOYER, JR., ACTING GENERAL COUNSEL, 
DEPARTMENT OF COMMERCE

'• Mr. MOYER. Thank you, Mr. Chairman.
In the context of responding to this, let me add to the comments 

that have been previously made the administration's appreciation of 
the efforts of this committee which has worked to reach the compromise 
package. We have been aware of those efforts, and, to some extent, 
involved in those efforts. We are very much appreciative of them.
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This amendment is not a part of that compromise package, as you 
know. With one qualification, the administration would accede to com 
promise as proposed.

I should point out, however, that the administration's position, as 
originally spelled out in testimony by Secretary Vance, and Secretary 
Kreps, consistent with the joint statement of principles of ADL and 
the Business Roundtable, proposed that language "pursuant to an 
agreement" be within two specific prohibitions—A and B of section 
4A(a) (1). Accordingly, this amendment is consistent with the admin 
istration's position as expressed by Secretary Vance and Secretary 
Kreps.

Mr. FOUNTAIN. Does the administration recommend this language 
in subparagraph A "pursuant to an agreement, refusing or requiring 
.a person to refuse to do business with any other U.S. person pursuant 
to an agreement?"

Mr. MOYER. The language originally proposed in the draft com 
ments that the administration provided this committee included the 
term "pursuant to an agreement" in subparagraphs A and B but not 
the remainder.

Mr. FOUNTAIN. But this is still not fully the amendment which the 
administration proposed ?

Mr. MOTER. That is correct.
Mr. FOUNTAIN. Let me ask you this question. As I have it, the ad 

ministration proposed amendment A to the following language, as 
I recall, or as it was brought to my attention by someone, I think Sec 
retary Vance. "A" would read as follows:

Refusing or requiring any other United States person to refuse to do business 
with or in the boycotted country, with any business concern organized under the 
laws of the boycotted country or with any national or resident of the boycotted 
country pursuant to an agreement. Such an agreement not be in writing and may 
be inferred from a course of conduct. The absence of a business relationship with 
a person does not indicate the existence of either agreement or the intent required 
to establish the violation.

Was that language proposed by the administration with respect to 
changes in A ?

Mr. MOYER. That was the language, Congressman Fountain, that 
was transmitted with Secretary Vance's letter.

Mr. FOUNTAIN. Is it still the recommendation of the administration ?
Mr. MOYER. That is right. Let me add, however, as I mentioned be 

fore, that with one qualification, the administration is prepared to 
accpde to the compromise package as presented this morning.

Chairman ZABLOCKI. The gentleman's time has expired.
Mr. Bingham.
Mr. BINGHAM. Mr. Chairman ——
Mr. FOUNTAIN. Mr. Bingham, I want to associate myself with the 

gentleman from California and say I intend to support hi? 
amendment.

Mr. BINGHAM. I rise in opposition to the amendment. Let me point 
out broadly, particularly to the gentleman from North Carolina, that 
the principal sponsors of this title have made a number of concessions 
in response to the positions taken by the administration. The admin-
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istration has made some concessions. I do not think we should be put 
in a position of having it said the administration favors further 
changes which they have agreed in the course of these discussions not 
to press. That "would upset the nature of the compromise and we then 
have to go back and argue about some of the concessions we made.

With respect to this particular proposal, I frankly find it very puz 
zling, indeed. The proposal to put the language that appears in bold 
type at the top of page 2, lines 3 to 5, was intended not to make the 
requirement more stringent, but quite the contrary, to require that all 
of the prohibited acts listed under A, B, C, D, and so forth be taken 
pursuant to an agreement or requirement of, or request from, or on 
behalf of the boycotting country. The effect of the gentleman's amend 
ment limiting this to paragraph A would be that D, E, and F and the 
others would be prohibited even if they were not pursuant to an agree 
ment of request or requirement. And that would subject the compa 
nies concerned to a much greater risk.

So what the gentleman has proposed is to return to the language 
we originally had in this title, but I think the change that we have 
made is an improvement in that it actually protects the companies 
against being accused of violating the act when by some action it was 
prohibited under the terms but was not necessarily pursuant to an 
agreement or requirement or request.

Mr. RYAN. Will the gentleman yield ?
Chairman ZABLOCKI. The gentleman's time has expired.
Mr. Whalen.
Mr. WHALEN. Thank you, Mr. Chairman.

ADMINISTRATION'S ACCEPTANCE OF COMPROMISE PACKAGE

I will be brief. I will repeat what has been pointed out here sev 
eral times. There were a number of different proposals regarding 
title II. The administration had its version; Mr. Bingham, Mr. 
Eosenthal, and Mr. Solarz had their versions. Mr. Hamilton and I met 
with a group of seven or eight colleagues. We proposed a six-point 
change in the bill. We have compromised this. Each of these parties 
lias conceded on its various positions. As we pointed out at the begin 
ning of these hearings this morning, this substitute before us repre 
sents a compromise on the part of all interested parties. It is my under 
standing that the administration, through Mr. Eisenstat, has accepted, 
although not happily, this compromise. I would ask our witness from 
the Commerce Department, is this correct ?

Mr. MOYER. That is correct.
Mr. WI-IALEN. Let me repeat the question. The administration has 

accepted the compromise that is before us ? That is presently the ad 
ministration's position ?

Mr. MOYER. I would use the term "accede," but that is correct.
Mr. WHALEN. I might also say Mr. Hamilton and I and the group 

we represented also have acceded. I would also say, Mr. Bingham, Mr. 
Rosenthal, and Mr. Solarz also have acceded.

Mr. BTTCHANAN. Would the gentleman yield ?
Mr. WHALEN. I yield to the chairman.
Chairman ZABLOCKI. Will the gentleman yield to the gentleman 

from Alabama ?
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Mr. WHALEN. I yield to the gentleman from Alabama.
Mr. BUCHANAN. The gentleman just made a point that I think is 

crucial. There are a number of people not getting exactly what they 
wanted on this bill. There have been a lot of negotiations and states 
manship has been shown. I would hope we do not upset the apple 
cart and blow the whole arrangement by going beyond that which 
can be achieved in terms of compromise. I join in opposition to the 
amendment.

Chairman ZABLOCKI. The time of the gentleman has expired.
Mr. Solarz.

IMPACT OF PROHIBITION ON FURNISHING INFORMATION

Mr. SOLARZ. Thank you, Mr. Chairman.
As the gentleman from Ohio just pointed out, I think it is probably 

fair to say that every member of this committee who participated in 
the effort to shape a compromise with respect to this legislation came 
to the markup today, if you will permit the use of the phrase, with full 
knowledge of the accession of the administration to the package which 
is before this committee. I simply want to add to the observations which 
have been made by the gentleman from New York, Mr. Bingham, with 
respect to the way in which the adoption of this amendment would 
actually reduce the protections provided for the business community 
by this legislation. One additional observation, and that is, that in 
terms of the concerns to which Mr. Kyan's amendment is directed as he 
explained them in presenting his amendment, the fact of the matter 
is that there is nothing in the substitute before us which would pre 
vent an American firm from providing legitimate commercial informa 
tion pursuant to a possible business arrangement with them.

The only information which an American firm would be prohibited 
from providing to a boycotting country if this substitute is adopted 
can be found in sections (d), (e), and (f) on page 3, and they provide 
that no American firm can furnish information concerning the race, 
religion, sex, or national origin of another U.S. person. They would 
prohibit American firms from furnishing information with respect to 
whether they have a business relationship in the boycotted country, 
with Israel, or whether they have a business relationship with other 
American firms that are known to be on a boycott list.

And finally, they would be prohibited from furnishing information 
about whether their office is or employees are engaged in supporting 
the activities of eleemosynary or charitable organizations which may 
be supporting the boycotted country.

There is nothing in this substitute which would prohibit them from 
entering into preliminary discussions, to consider business arrange 
ments with representatives of the boycotting country. There is nothing 
which would prohibit them from providing legitimate commercial in 
formation about their products.

Consequently, I think the gentleman's amendment is designed to 
eliminate a chilling effect which simply does not exist. There is no 
chilling effects in the other parts of this substitute. Consequently, I 
think it ought to be defeated.

Mr. FOUNTAIN. Mr. Chairman, I would like Mr. Eyan to restate his 
amendment.
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Chairman ZABLOCKI. Mr. Ryan, you are recognized for a brief state 
ment.

Mr. RYAN. What this does is to go back to the original language 
proposed by Congressman Bingham, and others, in the bill they pro 
posed to this committee. In the meetings that were held on this bill, I 
think it is important to point out that at no time did I agree to the total 
package. I do not feel bound by that agreement.

I understand the nature of the compromise and the compromises 
reached in this bill are great. I point out to you again the original pro 
posal is what I am suggesting to go back to now. If we are going to 
simply take the package that came out of this ad hoc committee's meet 
ings in effect what we are doing is nullifying the need for marking up 
this particular section of the bill here in public and simply taking the 
package as closed and accepting it as such without any further com 
ment, testimony or whatever.

I think this particular change is a useful change, it is one 
that sharpens the definition and reduces what I refer to as the chilling 
factor. If we are to make no changes at all in this bill just because we 
are here, then perhaps we should simply proceed or forget title II and 
the boycott section of this legislation and go on to other things. This 
is.an amendment; I think it will restore it to the conditions we had 
before. There is no particular danger to it. It is a clarifying amend 
ment. I think it is useful.

Mr. FOUNTAIN. If the gentleman would yield.
In this process, I would like to commend the so-called ad hoc com 

mittee under the leadership of Congressman Hamilton, chairman of the 
Mideast Committee or what was known as the Mideast Committee. I 
think they have done a tremendous job. It is a vast improvement over 
what we had. We are losing enough jobs abroad as it is and competition 
is becoming keener and keener. We lost about $11/2 billion last month 
and without $22 billion of agricultural commodities going abroad last 
year, I don't know where we would be in terms of our balance of pay 
ments. I think anything we do that destroys jobs here or destroys 
American jobs abroad where people are associated with American in 
dustry in particular is a dangerous thing.

I want to ask, are you taking the language at the top of page 2 and 
line 3 which says "if such action is taken or agreed to be taken pursu 
ant to an agreement with, a requirement of, or request from or behalf 
of the boycotting country, and just putting it in section (a) ?

Mr. RYAN. That is right. As the substitute presently exists, the 
language is broad and covers all the paragraphs from A through H. I 
want to put it back in the original form of the bill proposed simply 
in paragraph A and not to cover the entire section——

Mr. FOUNTAIN. What is your understanding of the impact of that 
amendment ?

Mr. RYAN. I think it makes it more clear and more specific and does 
not increase the possibility for confusion in the other sections.

Mr. FINDLEY. Mr. Chairman.
Chairman ZABLOCKI. Mr. Findley.
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Mr. FINDLEY. Mr. Chairman, I think it is very plain from the testi 
mony of the representative of the administration that the amendment 
oft'ered by Mr. Ryan would be viewed by the administration as an im 
provement in the language before us. I do not see how any other pos 
sible interpretation can be made. And as we vote on this amendment. I 
hope we will all recognize that the executive branch is the one that has 
the tough problem to carry out in regard to this antiboycott legislation.

Once we pass the bill, we are through with it. But it is the people in 
the executive branch that have to deal with the day-by-day problems. 
They have to administer this in a way that will reduce the danger of 
confrontation to which Mr. Hamilton so eloquently spoke, and I think 
it would be very imprudent on our part to reject what is a clear signal 
from the administration witness in behalf of this language improve 
ment.

Mr. BINGHAM. Will the gentleman yield ?
Chairman ZABLOCKI. Will the gentleman yield to the gentleman 

from New York ?
Mr. FINDLEY. Yes.

Mr. BINGHAM. Let me say that nothing is locked in here. But I would 
like to make a prediction. If this amendment passes, the industry people 
affected will be on our necks complaining we are imposing an impos 
sible burden on them. This amendment, if adopted, will make this a 
much stiffer bill. If that is the gentleman's intention——

Mr. FINDLEY. I say to the gentleman, that obviously is not the view 
of the professionals within the Department of Commerce, Depart 
ment of State who have already dealt with the boycott problem on a 
day-by-day basis. They obviously view this as an improvement and, 
therefore, I think we ought to take into account their views.

Chairman ZABLOCKI. Would the gentleman yield to the gentleman ?
Mr. LAGOMARSINO. Mr. Chairman, I would like to have my own time.
Chairman ZABLOCKI. The gentleman is recognized.

ADMINISTRATION POSITION ON "PURSUANT TO" CLAUSE

Mr. LAGOMARSINO. Mr. Chairman, I would like to ask a question of 
the administration representative.

In the draft submitted to us by the Secretary of State in subpara- 
graph B there is also a recommendation of "pursuant to an agree 
ment." As I read the substitute before us, that language is not included 
specifically in subparagraph B; is that correct?

Mr. MOYER. That is correct, as I read it.
Mr. LAGOMARSINO. If we adopt the Ryan amendment, talking only 

about that and not any future amendments that may or may not be 
offered, is it not true that the Ryan amendment will not put "pursuant 
to nn agreement" in subparagraph B ?

Mr. MOYER. As I understand the amendment, that language would 
be put only in subparagraph A.

Mr. LAGOMARSINO. Is it not true that the administration, at least as 
represented by the Secretary of State, would like to have it included 
in subparagraph B as well ?
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Mr. MOYER. The language transmitted by the Secretary of State had 
the term "pursuant to an agreement" in both A and B.

Mr. LAGOMARSINO. Is it not true the way the language reads in the 
substitute that is before us that beginning at line 3 to 5 which says 
"pursuant to an agreement" in effect applied that language to A, B, 
C, D, E, F, G, H, and all the rest of them ?

Mr. MOYER. Yes, sir.
Mr. LAGOMARSINO. I think there may be some confusion with regard 

to your colloquy with Mr. Fountain a little earlier. It is true the ad 
ministration suggested other changes in these subparagraphs, they say 
refusing or requiring any person to do rather than refraining. So I 
think there may be some confusion there. It would appear to me, and 
I would like somebody to clear this up if I am wrong, the way the sub 
stitute reads, the qualification "pursuant to an agreement" would 
apply to A, B, C, and all of the subparagraphs. And it would seem to 
me from the administration's standpoint with regard to that one part 
of it, "pursuant to an agreement," which is the only thing this amend 
ment goes to, that the administration position really is met more fully 
by the language of the substitute than the amendment offered by 
Mr. Ryan.

Mr. FASCELL. I move the previous question.
Mr. LAGOMARSINO. Will the gentleman answer ?
Chairman ZABLOCKI. I believe there is a question asked.
Mr. MOYER. I will simply respond, Mr. Chairman, by noting that 

the proposal, the effect of the proposal, even as stated, would not 
change the language to read as Secretary Vance's language would 
read.

Mr. FOUNTAIN. Will the gentleman yield ?
Mr. LAGOMARSINO. Yes.
Mr. FOUNTAIN. That is one of the reasons I asked Mr. Ryan to fur 

ther clarify his amendment. In view of what seems to have been 
brought out, I am not for stiffening this legislation. So for that reason, 
I think I now am inclined to disassociate myself from Mr. Ryan's 
amendment, I don't think it goes far enough.

Chairman ZABLOCKI. The previous question has been moved.
All those in favor signify by saying "aye."
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no."
f Chorus of noes.]
Chairman ZABLOCKI. The "noes" appear to have it. The "noes" have 

it.
The amendment is not agreed to.
Is there an amendment to page 3 of the substitute ?
[No response.]
Chairman ZABLOCKI. Mr. Ryan, the clerk advises you have another 

amendment to page 4.
Mr. RYAN. Mr. Chairman, I think the pattern of the vote is rather 

clear here, and it would not be one which would meet with favorable 
action by the committee. Therefore, I withdraw the amendment.

ADOPTION OF TITLE II SUBSTITUTE

Chairman ZABLOCKI. You have no proposals. 
Thank you.
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Is there any amendment to page 5 ? .
[No response.]
Chairman ZABLOCKI. Are there any more amendments to title II ?
[No response.]
Mr. FASCELL. I move the previous question.
Chairman ZABLOCKI. The previous question has been requested on 

the substitute proposed by the gentleman from Indiana, Mr. Hamilton.
All those in favor signify by saying "aye."
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no."
[Chorus of noes.]
Chaifman ZABLOCKI. The "ayes" have it.
The substitute is adopted.
Chairman ZABLOCKI. Title II as amended by the substitute is in 

question.
All those in favor signify by saying "aye."
[Chorus of ayes.]
Chairman ZABLOCKI. Those opposed, "no."
[No response.]
Chairman ZABLOCKI. The "ayes" have it, and title II is adopted as 

amended.
TITLE III—NUCLEAR EXPORTS

The chief of staff will read title III. 
Mr. BRADY [reading] :

TITLE III, EXPORTS OF NUCLEAR MATERIAL AND TECHNOLOGY

NUCLEAR EXPORTS

Section 301. The Export Administration Act of 1969, amended by——
Mr. FASCELL. Mr. Chairman, I ask unanimous consent title III be 

considered as read and open for amendment :at any point.
Chairman ZABLOCKI. Is there objection ?
[No response.]
Chairman ZABLOCKI. The Chair hearing none, so ordered.
The Chair would like to state that last year Congressman Paul 

Findley and I spent many months working to advance the Interna 
tional Relations Committee's first piece of nuclear export control leg 
islation. Specialized hearings were held and congressional briefings 
conducted. The product of that work is now in title III. The Chair 
would like to ask unanimous consent to insert his prepared statement 
in the record at this time, if there is no objection.

[The prepared statement of Chairman Zablocki follows:]

PREPARED REMARKS OP CHAIRMAN CLEMENT J. ZABLOOKI, ON THE WITHDRAWAL 
OP ZABLOOKI-FINDLEY AMENDMENT

Last year Congressman Paul Mndley and I spent many months working to 
advance the International Relations Committee's first piece of nuclear export 
control legislation. Specialized hearings were held and countless staff briefings 
conducted. The product of all this work—now title III of the Export Adminis 
tration Act Extension—was cosponsored by 12 other members of this committee 
and in August 1976 it was passed by the entire House, thereby becoming the 
only nuclear export legislation accepted during the last session of Congress.
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Even though title III was never finally enacted into law, it, nonetheless trig 
gered many important developments:

First, it stimulated a major reassessment of nuclear proliferation policy within 
the executive branch;

Second, it focused attention on those export decisions that would have enabled 
countries to come within days or hours of a nuclear explosive capability without 
their having violated a single existing agreement;

Third, it led to President Ford's decision to defer plutonium recycle in this 
country and to give instead more serious attention to alternatives to this dan 
gerous technology; and,

(Finally, it demonstrated how effectively this committee could deal with com 
plex issues of atomic energy, thereby facilitating the jurisdictional realignment 
that took place in January 1077 with the adoption of the Bingham amendment 
to the House Rules.

Events have changed dramatically since the title III language was first 
adopted. Our own committee's responsibilities have been greatly expanded, giving 
us clear authority over nuclear export controls and shared jurisdiction over 
critical portions of the ERDA and NRC budgets. When we first began to address 
the proliferation problem, we could do little more than exhort others from our 
position on the sidelines; now we are, perhaps, the principal player on the field. 
Today the burdens and promises of responsibility are ours.

This change in jurisdiction makes it possible for us to operate with greater 
flexibility. L/ast year a sharp tool was needed to prod others first into awareness, 
and then into action. This amendment served that purpose well, focusing as it 
did on the heart of the proliferation problem. Now, however, we must look to 
the future as well as the present; as the committee having legislative responsi 
bility for nonproliferation policy, the solutions we fashion must be broad, em 
bracing inducements as well as restrictions, encompassing sanctions as well as 
support. •

These facts persuade us of the wisdom of withdrawing title III from the Ex 
port Administration legislation. In so doing, we fully anticipate that the essential 
provisions of title III, 'as well as additional measures to deal with newly emerg 
ing problems, will be embodied in the committee's first comprehensive nuclear 
control legislation.

This move makes sense in terms of existing jurisdictional realities. It is 
made easier by the fact that the Administration is itself now engaged in a 
thorough review of the proliferation peril—a review which is guided in im 
portant respects by the policy goals elaborated in title III.

Chairman ZABLOCKI. I would want to state briefly that, in view of 
the fact that there is legislation, an omnibus bill, in this area, it makes 
sense, because the administration is now engaged in a thorough re 
view of the proliferation peril, in keeping with the policy goals elab 
orated in title III, that the Chair ask unanimous consent for the with 
drawal of title III.

Mr. FINDLEY. Eeserving the right to object, Mr. Chairman.
Chairman ZABLOCKI. Reserving the right to object, the gentleman is 

recognized.
Mr. FINDLEY. Mr. Chairman, I will not object. I just think it is ap 

propriate to take a moment to salute the excellent work of the chair 
man, as chairman of ttie Subcommittee on International Security^ and 
other members of that committee, for coming to grips ,so decisively 
last, year with the problem of nuclear proliferation.

This amendment, which I authored and cosponsored with our dis 
tinguished chairman and which is now title III before us, restruc 
tured the congressional position to stemming nuclear spread from one 
of wishful thinking and timid reports to realistic, concrete steps. Title 
III went to the crux of the proliferation problem in defining specific 
safeguards for dangerous nuclear technology. This bold initiative, 
though it never became law, stimulated a reappraisal of U.S. nuclear 
export policy not only in Congress but also within the administration.
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I think it is preferable, however, at this juncture to withdraw title III 
from this bill in anticipation of a broader more comprehensive nu 
clear nonprolif eration, act. Only the knowledge that the International 
Relations Committee now has unchallenged jurisdiction over nuclear 
export controls and the confidence that this committee will effectively 
discharge its responsibilities enable me to support the unanimous con 
sent re-quest of the Chairman.

Chairman ZABLOCKI. The gentlemen from California reserves the 
right to object.

Mr. LAGOMARSINO. Mr. Chairman, I shall not object. But I want to 
add my words to those of the Congressman from Illinois, Mr. Findley. 
I was one of those who was a strong sponsor of the legislation that we 
are proposing to delete at this time. I would prefer that we leave it 
in, but I understand the realities of the situation. I would hope the 
committee would pursue this very vigorously and at least include the 
provisions that are included in part III of this act in very short order 
so we can get this action——

Chairman ZABLOCKI. Will the gentlemen yield ?
Mr. LAGOMAESIXO. Yes.
Chairman ZABLOCKI. I want to emphasize that the action of remov 

ing title III from the bill should in no way be interpreted that there 
is less interest or desire for this committee to move in adopting some 
legislation at a later date in this area.

Is there any objection? • •
[No response.]
Chairman ZABLOCKI. The Chair hearing none, the unanimous con 

sent is agreed to.
Title III is withdrawn.
Mr. FASCELL. Mr. Chairman, I move House Resolution 1561——

TITLE i

Chairman ZABLOCKI. Before you move that, I think we have to 
abide by the unanimous consent to return to title I.

Are there any members who desire to at this time present their 
amendments that they have requested ?

Mr. BINGHAM. Mr. Chairman, I know Mr. Pease has amendments 
to offer. I would hope we can protect him. He is not here at the 
moment. He had some amendments to offer to title I. Can we get a 
hold of his office?

Chairman ZABLOCKI. His office has already been alerted. He may 
be on his way.

Mr. Bedell.
Mr. BEDELL. Mr. Chairman, Mrs. Collins had an amendment to 

offer. Since she is not here, I would like to offer the amendment.
Chairman ZABLOCKI. The chief, of staff will read the amendment.
Do you have Mrs. Collins' amendment?
Mr. BEDELL. All I know is it is in the bill. It is in the printed text. 

I think it should be included. I have not talked to her about this 
matter.

Chairman ZABLOCKI. On page 10?
Mr. SOLARZ. Will the gentlemen yield.
Mr. BEDELL. I yield to the gentleman from New York.
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Mr. SOLAEZ. If we are going to keep the bill open until the gentle 
man from Ohio returns, it seems to me it is the courtesy of the gentle 
woman from Illinois she ought to be able to present the amendment 
herself at the same time the gentleman from Ohio does.

Mr. BEDELL. That is a good point. If you want me to wait, I will 
wait. I did not want us to pass the bill until such an amendment is 
offered.

Chairman ZABLOCKI. The Chair will recognize the gentleman from 
New York, Mr. Solarz, for a brief time.

COMMITTEE REPORT ON TITLE II

Mr. SOLAEZ. Thank you, Mr. Chairman.
Just to cross the t's and dot the i's on the substitute to title II which 

the committee adopted, I did want to formally take note of an agree 
ment on the part of those who helped to shape the substitute with re 
spect to the need for language in the committee report concerning the 
provision on page 6 of the substitute which covers the exemptions 
the President is entitled to grant to those American firms or individ 
uals who would be placed in a situation where there was a conflict 
between the prohibitions contained in this legislation and the laws of 
the country in which they are doing business.

It was our understanding there Should 'be language in the committee 
report which would make it clear that it was the intent of the com 
mittee that this Presidential exemption not be used in such a way 
as to grant blanket exemptions from the prohibitions of the legislation 
to those doing business in boycotting countries if an effort is 'being 
made on the part of boycotting countries to systematically circumvent 
the prohibitions in the legislation; this rather be dealt with on a case- 
by-case basis but that no broad scale automatic exemptions be provided 
which would have the effect of vitiating the effectiveness of the leg 
islation.

Second, with respect to the language on page 8 of the substitute 
concerning the reports which American firms would be obligated to 
file with the Secretary of Commerce, there is to be language in the 
committee report covering lines 12 to 14 of the substitute which gives 
the Secretary the power to request information in addition to infor 
mation with respect to prohibited actions as he may deem appropriate 
for the effective enforcement of the regulations to make it clear that 
we would expect reports on requests for unilateral selections.

The purpose of this was related to the fact that potentially the 
use of unilateral selections by a boycotting country opens up a signifi 
cant loophole in the law, and we felt it was important to establish a 
meaningful data base with respect to unilateral selections so that at 
some point in the future the committee and the Congress can review 
the operation of this law in order to determine whether corrective 
amendments are needed in the future.

Chairman ZABLOCKI. The gentleman's observations, of course, are 
well taken, and when the report is prepared, they will be considered 
in the proposed language.

Mr. FASCELL. Mr. Chairman.
Mr. ZABLOCKI. The gentleman from Florida.
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Mr. FASCELL. Parliamentary inquiry. Is the first proposed amend 
ment on title I on page 7 ? 

Chairman ZABLOCKI. That is correct.
Mr. FASCELL. Could we do something about the amendment? 
Chairman ZABLOCKI. Is that the amendment, Mr. Findley? 
Mr. FINDLEY. I am prepared to offer it——

AMENDMENT TO STRENGTHEN PROVISION ON STORAGE OF AGRICULTURAL
COMMODITIES

Chairman ZABLOCKI. Mr. Findley is prepared to offer it on behalf 
of Mr. Pease.

The chief of staff will read the amendment on page 7. 
Mr. BRADT [reading] :
'The amendment offered by Mr. Pease, page 7, strike lines 9, through 25, 

and on page 8, lines 1 through 3 and insert in lieu thereof the following: 2(A), 
Upon approval of the Secretary of Commerce, in consultation with the Secretary 
of Agriculture, agricultural commodities purchased by or for use in a foreign 
country may remain in the United States for export at a later date free from 
any quantitative limitations on export which may be imposed pursuant section 
3(2) (A) of this Act subsequent to such approval. The Secretary of Commerce 
may only grant such approval if he receives adequate assurance and in conjunc 
tion with the 'Secretary of Agriculture, finds that such commodities will 
eventually 'be exported and that storage of such commodities in the United 
States will not unduly limit the space available for storage of domestically owned 
commodities.

(B) The Secretary of Commerce shall grant or deny approval under subpara- 
graph (A) within 30 days after receiving an application for such approval. 
Unless the Secretary denies approval within 30 days, approval shall be deemed 
to be granted and the applicant shall be notified that approval has been granted.

(C) The Secretary of Commerce is authorized to issue such rules and regula 
tions as may be necessary to implement this paragraph.

Mr. FASCELL. Will the gentleman yield to a question?
Is this amendment to the Findley language we wrote into the bill ?
Mr. FINDLEY. That is correct. I will take a moment to explain if, 

if you like, Mr. Chairman.
Chairman ZABLOCKI. The gentleman is recognized.
Mr. FINDLEY. I have talked with Mr. Pease several times. I believe 

I understand his reasoning behind the amendment. The language 
adopted by this committee last year would safeguard the right of 
foreign purchasers of grain who had their grains still stored in this 
country to export their grains notwithstanding an action under the 
Export Administration Act to restrict exports. And it met with, I 
think, unanimous approval of both the House and Senate bodies.

Now, this amendment offered by Mr. Pease would reduce the paper 
work involved, and it would require that the Secretary of Commerce 
pass judgment on the question within 30 days. If the Secretary of 
Commerce does not pass judgment, then the presumption is that ap 
proval has been given.

I asked Mr. Pease what the reaction of the administration was, 
and the only adverse reaction of the administration was one of objec 
tion to the 30-day limit. But I think those who have dealt with the 
grain trade will recognize the importance of expeditious decisions of 
this nature. For my part, I think the amendment is an excellent one, 
and the 30-day limit on the Department of Commerce, in my mind, is 
a very reasonable one.

87-231—77———20



300

Mr. SOLARZ. Will the gentleman yield ?
Chairman ZABLOCKI. Will the gentleman yield to the gentleman from 

New York?
Mr. FINDLEY. Yes.
Mr. SOLARZ. Unless I am mistaken, it would appear the language 

on lines 19 to 21 of the original Findley amendment, on page 7 of the 
bill, are deleetd from the substitute being offered by Mr. Pease. I 
wonder if the gentleman could confirm that ? 
Mr. FINDLEY. Which lines?

ADEQUATE DOMESTIC SUPPLIES

Mr. SOLARZ. Nineteen to twenty-one where it says "Neither the sale 
or export thereof will result in an excessive drain of scarce materials 
and have a serious domestic inflationary impact." That appears to be 
deleted from the substitute.

Mr. FINDLEY. It apparently is. All I can do is report what Mr. Pease 
told me that it had been examined by the administration. The time 
limit was the only concern expressed.

Mr. SOLARZ. Let me come back to this if I may because it does poten 
tially cause me some concern. I want to make sure I understand what 
the significance of this deletion is.

Can the gentleman, since it was his original amendment, explain 
what the impact of that clause would be if it were maintained in the 
legislation ? In other words, what could not happen ?

Mr. BEDELL. Will the gentleman from New York yield ?
Chairman ZABLOCKI. The gentleman from New York does not have 

the time.
Mr. FINDLEY. I gladly yield.
The gentleman from Illinois.
Mr. BEDELL. This has to do with grain which is purchased and stored 

before it is shipped and, therefore, I see no reason for that wording 
to be of any significant importance anyway. If a foreign country buys 
grain and it is stored here prior to shipment, it is saying, indeed, this 
will not affect their purchase of grain while tit is stored here—things 
change while it is stored here.

Mr..SOLARZ. If the gentleman would yield further, this means that 
the Secretary has to certify at which point it will not have this effect ?

Mr. BEDELL. I do not understand the gentleman's question.
Mr. SOLARZ. It says here on line 15, page 7, "The Secretary may not 

grant approval hereunder." This is approval for what ?
Mr. BEDELL. For the storage of grain to be stored here in America 

while it is awaiting shipment to a foreign country. The concern is, if 
it is stored here and then conditions change while it is stored here 
whether the grain will be treated differently than if it had not been 
stored here and be exported.

Mr. SOLARZ. In order to permit it to be stored here, he has to, ac 
cording to the original language, be able to conclude neither the sale 
nor export of the food will result in excessive drain of scarce materials.

Chairman ZABLOCKI. The time of the gentleman from Illinois has 
expired.

The Chair notices the principal sponsor is here.
Mr. Pease.
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REASON FOR AMENDING STORAGE PROVISION

Mr. PEASE. Mr. Chairman, I certainly do want to be heard on my 
amendment and I apologize to the chairman and to the committee for 
my delay. I was testifying on another bill in a committee, downstairs. 
I do appreciate, as I say, your forebearance.

I came across this amendment, Mr. Chairman, as I was reading 
through the bill—the original bill—a couple of weeks ago. It just 
seemed to me the language in the original bill was too restrictive. It 
would have made it very difficult for an American seller of grain and 
a foreign buyer of grain or any agricultural commodity to reach an 
agreement on the sale of grain if the grain was to be stored in this 
country for delivery at some later time.

There were no time limits at all on the Department of Commerce 
for consideration of the application. And beyond that, there were 
several requirements which had to be met before the Secretary of 
Commerce could issue such a permit.

It seemed to me at a time when we are trying to encourage agricul 
tural exports as a way of helping our balance of payments that this 
was a poor approach. So what I have done in my amendment is to re 
duce the considerations that the Secretary of Commerce have to look 
at.

There are two essential ones; namely, the grain or commodity will 
eventually be exported, and, second, it does not unduly tax the storage 
capacity here in the United States.

Then the second part of the amendment, to provide an automatic 
approval after 30 days so that the buyer and the seller can know within 
a reasonable time whether or not they can conduct that transaction 
when they complete it. I believe it is a sound and workable approach.

Mr. SOLARZ. Will the gentleman yield ?
Mr. PEASE. I yield to my distinguished colleague from New York.

ADEQUATE DOMESTIC SUPPLIES

Mr. SOLARZ. Before the gentleman arrived, I was engaged in col 
loquy with the original sponsor of the amendment which you seek to 
amend, Mr. Findley. concerning the significance of the deletion of the 
language on page 7, lines 19 toll, requiring the Secretary to take into 
account whether or not the sale would result in excessive drain of 
scarce materials and have serious domestic and inflationary impact. It 
seems to me that is a consideration which the Secretary ought to be 
taking into account. You know in our Public Law 480 program before 
determining the amount of food available for purchase for Public Law 
480, one of the things the Secretary has to take into account is the 
availability of production for domestic needs. I think that is a sound 
and reasonable principle because while I believe very strongly we 
ought to be feeding the hungry people of the world, I think obviously 
we have an obligation first to our own people here in the United States.

Similarly with respect to this situation, I should think if the sale 
or export thereof of some food will result in excessive drain of scarce 
materials or very serious inflationary impact, it ought not to be sold or 
exported.
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Consequently, I would like to ask the gentleman whether he would 
be willing to accept an amendment to his substitute which would in 
clude that language which was—I don't know, inadvertently or not— 
eliminated in the language he proposes by adding on page 8, line 14, of 
his amendment after the words "be exported" the words ", neither the 
sale nor export thereof would result in excessive drain of scarce ma 
terials and have a serious domestic and inflationary impact," so we 
will maintain this as a legitimate consideration which the Secretary 
has to take into account in deciding whether or not to permit these 
transactions to proceed ?

Mr. PEASE. Mr. Chairman, I appreciate the gentleman's interest and 
concern. I can assure him the omission of this language from my 
amendment was not an oversight at all. It was quite deliberate.

As many members of the committee know, farm groups generally do 
not want to have any embargoes at all or any restrictions. You can 
understand that from their point of view. It is my feeling on this 
language that the question of whether there will be an excessive drain 
of scarce materials or whether there will be a domestic inflationary 
impact are matters which ought to be made by the President of the 
United States at the time that he considers imposing an embargo and 
that if there is no embargo in place at the time that a grain sale is 
made, then almost by definition it should not be considered to be 
causing at some later time a shortage of materials.

In other words, if Mr. Bedell's constituents want to sell grain to 
someone in France, say, in August, but store the grain until Decem 
ber, if the President has not declared an embargo in August, it must be 
he thinks there is no serious problem. I think it is not fair for him to 
declare an embargo 3 or 4 or 6 months later and say we are going to 
include in that the grain that was bought and sold last August but 
stored temporarily.

Mr. SOLARZ. If the gentleman would yield further, I am not an agri 
cultural economist, but it seems to me it is conceivable that a substan 
tial purchase of American agricultural produce by a foreign country, 
if it were large enough and if it were taken out of the stream of do 
mestic supply, could conceivably have an inflationary impact. And 
I think that is a consideration which legitimately ought to be taken 
into account.

Consequently, as someone who, and I think other members of the 
committee share this concern, have a concern over the impact of this 
on American consumers——

Mr. FASCELU Will the gentleman from Ohio yield on that point? 
Do you have the time ?

Mr. PEASE. Mr. Chairman, I yielded to the gentleman from New 
York.

Mr. SOLARZ. I will finish the thought. I believe this protection ought 
to be here because I think it deals with contingencies which ought to 
be taken into account, and that is why I think many of us supported 
the original amendment. I think the gentleman has offered a substitute 
which clears up some other problems in the bill which we have no dif 
ficulty with, but I think this would assure a broader base of support 
of the gentleman's amendment in the House as a whole if this language 
would be reincluded. When I get a chance to be heard, I would like to 
offer that as an amendment to the amendment.
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Mr. FASCELL. Will the gentleman yield ?
Mr. PEASE. Yes; I yield.
Mr. FASCELL. I understand the gentleman from Ohio as saying as 

far as a finding as to excessive drain or excessive inflationary impact 
at the time of sale that he had no objection to the Secretary taking 
into consideration that factor and making that finding, at the time of 
sale; is that correct ?

Mr. PEASE. Mr. Chairman, Mr. Fascell, it seems to me at the time 
of sale, if there is no export ban in effect or export limitation in effect 
having been declared by the President, I would make the assumption 
it does not cause an inflationary impact or scarcity of materials and 
there would be no need for separate determination by the Secretary 
of Commerce.

LANGUAGE OX DOMESTIC SUPPLIES UNNECESSARY

Mr. FASCELL. So what you are saying is, you do not need the finding, 
and you are not for the language requiring a finding at the time of 
sale. I just got that clear.

This paragraph under discussion, however, deals only with storage, 
does it not?

Mr. PEASE. Yes; it does.
Mr. FASCELL. It seems to me that language in this paragraph for a 

finding that neither the sale nor the export will result in et cetera, 
et cetera is inappropriate in a paragraph that only deals with the au 
thority of the Secretary with respect to the storage, and does not deal 
with Secretary's authority on sales. So I do not know why the lan 
guage is in there in the first instance, because I do not think you can 
make it apply back to the time that the Secretary actually approves a 
sale.

Mr. SOLARZ. Will the gentleman yield ?
Mr. FASCELL. Do we have legislative counsel here somewhere? Does 

that language relate back to the authority of the Secretary with respect 
to a sale ? I do not see how it could. We are talking about section 4(F) 
of the act and that only deals, as I iinderstand it, with the question 
of storage.

Chairman ZABLOCKI. Without objection, the time of the gentleman 
from Ohio will be extended for another 5 minutes.

Mr. PEASE. Thank you, Mr. Chairman.
I will be happy to yield to our counsel. It is my understanding you 

do not have the specific export licenses for agricultural commodities, 
but a person who wanted to sell commodities right now could do so 
without a specific license and that he——

Mr. FASCELL. That is even worse. Then the language that is in the 
present law needs to be stricken, as I see it, because it is confusing. We 
are requiring the Secretary, after a sale has been made, when the de 
cision is going to be made with respect to storage, to make a finding 
that the original sale did not have a serious domestic inflationary im 
pact. It is ridiculous. I gather that is the point the gentleman from 
Ohio is making.

Therefore, if we did what the gentleman from New York is suggest 
ing, which is to write the language back into your amendment, we 
just preserve the confusion that the gentleman is trying to eliminate.
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Mr. PEASE. Mr. Chairman, Mr. Fascell has beautifully outlined my 
entire approach to the amendment.

Chairman ZABLOOKI. The question occurs on the Pease amendment.
The gentleman from New York. 

'. Mr. SOLARZ. I want to pursue this a bit further.
Chairman ZABLOCKI. Is the gentleman offering an amendment to 

the amendment ?
Mr. SOLARZ. Before I offer that, I would like to ask the gentleman 

from Ohio to yield.

PERMISSION TO STORE AGRICULTURAL PRODUCTS

Mr. PEASE. I will be happy to.
Mr. SOLARZ. This section relates, as I understand it, to permission 

which is requested to store a quantity of goods which have been sold 
to a foreign country in the United States pursuant to the time it is 
shipped abroad. The original language in the section said the Secretary 
of Commerce could only grant approval to store it if he felt that cer 
tain adverse consequences would not result from the storage of the 
food here.

Now, assuming the food in question could not be stored in the 
United States, I would assume under certain circumstances it would 
probably mean the sale would not proceed at all because if they had 
to get it immediately, then they would not. be able to absorb it or ship 
it or what-have-you.

So this relates to a point in fact to whether or not the sale can 
proceed.

Let me ask you this: Is there any other provision in the law which 
entitled the Secretary of Agriculture or the President or anyone to 
deny permission for a sale to take place when the produce will be 
shipped immediately if that sale would have adverse consequences 
for the country in terms of inflationary impact or a shortfall of 
availability of the consumers of the country, what-have-you?

Mr. PEASE. Yes. The President can do that, and he did do that in 
1973, presumably on recommendation of the Secretary of Agriculture.

Mr. SOLARZ. I was under the impression we adopted language last 
year which presumably was included here which provided once a 
sale had been made and the produce was stored in the country that it 
could not be held back from shipping it if an embargo was sub 
sequently established.

Mr. PEASE. Mr. Solarz, I do not believe we did do that. That is what 
the farmers of the Nation want to have, and what this language is 
intended to accomplish is precisely that. If they apply for a permit 
and get it, then they will be free from any subsequent embargo.

Mr. SOLARZ. Let me ask you one other question. Supposing at the 
time such a transaction is going to take place, as I understand your 
explanation, let.'s say the Russians want to buv se million tons of wheat 
and they want it shipped over immediately, the President presumably 
has the right to say, I am not going to approve this because if the Rus 
sians get all.the wheat, there will not be enough left for American con 
sumers.

Does the President have a similar right if the Russians say we want 
to buy x million tons' of wheat, we don't want it right now, we can't
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take it right now, we want you to store it for 6 months and then we 
will ship it over? Does the President have the right to reduce such 
a transaction as well under existing law ?

Mr. PEASE. Alt the time the sale is made ?
Mr. SOLARZ. In effect, the President already has authority to do 

that, which language was left out of the amendment, and it entitled 
the Secretary of Agriculture to do——

Mr. PEASE. Yes.
Mr. SOLARZ. I appreciate the gentleman's lecture in agricultural 

economics, No. 1.1 withdraw my amendment.
Chairman ZABLOCKI. The question occurs on the amendment of the 

gentleman from Ohio, Mr. Pease.
All those in favor signify by saying "aye."
[Chorus of ayes.]
Chairman ZABLOCKI. Those opposed, "no."
[No response.]
Chairman ZABLOCKI. The "ayes" have it.

AMENDMENT TO SECTION 10G : PERIOD OP ACTION ON EXPORT 
LICENSE APPLICATIONS

The next amendment is the amendment of Mr. Pease on page 10. 
The chief of staff will read the amendment.
'Mr. Brady [reading]. On page 10, line 19, after the word "of," add the words 

"any substantial."
Chairman ZABLOCKI. The gentleman from Ohio is recognized in 

support of his amendment.
Mr. PEASE. Mr. Chairman and members of the committee, this 

amendment, as you will recall, was suggested to us by the Department 
of Commerce in looking toward the proper administration of the bill. 
It requires, as you note here, if an exporter license is not finally ap 
proved or disapproved within 90 days, that the applicant shall be in 
formed in advance of any questions raised or negative considerations 
made by any agency or government in respect to the license applica 
tion. So he knows where he stands.

The Department of Commerce pointed out that they thought it 
would be a lot easier in terms of administration if that were modified 
to say any substantial questions which might have a real bearing on 
the approval or disapproval of the license as opposed to including 
"every" in all questions that were raised of any kind. I think that 
that makes sense, and I offer the amendment as a way of trying to cut 
down on the paperwork that goes back and forth between the Depart 
ment of Commerce and firms which apply for export licenses.

Chairman ZABLOCKI. The question occurs on the amendment of the 
gentleman from Ohio on page 10.

Mr. BINGIIAM. Mr. Chairman.
Chairman ZABLOCKI. The gentleman from -New York.
Mr. BINGHAM. I would just like to say I do not believe the amend 

ment is necessary. I think we include the same thing in the report, 
but if the gentleman feels it would improve the clarity of it and if he 
would like it in the bill rather than the report. I have no objection.

Chairman ZABLOCKI. The question occurs on the amendment of the 
gentleman from Ohio.

All those in favor signify by saying "aye."
[Chorus of ayes.]
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Chairman ZABLOCKI. Opposed, "no." 
[No response.]
Chairman ZABLOCKI. The amendment is adopted. 
The next pending amendment is by the gentleman from Ohio on 

page 11.
The Clerk will read the amendment. 
Mr. Brady [reading] :
Strike on page 11, lines 20 through 25, and on page 12, lines 1 through 5, and 

insert on page 12, line 7, after the word "export" "by agreements for scientific 
or technical cooperation or exchange entered into by any United States person 
(including any college, university or other educational institution) and * * *."

Chairman ZABLOCKI. The gentleman from Ohio is recognized to 
speak on his amendment.

Mr. PEASE. Thank you, Mr. Chairman.
This amendment is also supported by the Commerce Department 

and also by the State Department. As the bill originally came to us, 
it would require that all transfers of technical data——•

Mr. BINGHAM. Will the gentleman yield ?
Chairman ZABLOCKI. Will the gentleman yield to the gentleman 

from New York ?
Mr. PEASE. I will yield.
Mr. BINGHAM. In the interest of expediting matters, I again have 

no objection to the gentleman's amendment in view of the addition 
that he proposes to make in subparagraph A.

Chairman ZABLOCKI. All those in favor signify by saying "aye."
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no."
[No response.]
Chairman ZABLOCKI. The amendment is adopted.
Does the gentlewoman from New Jersey have an amendment on 

page 13?
Mrs. MEYNER. No. I accept the language.
Chairman ZABLOCKI. The next amendment occurs on page 16.
The chief of staff will read the amendment.

AMENDMENT TO SECTION 112: AVAILABILITY OF INFORMATION TO CONGRESS

Mr. Brady [reading]:
On page 16, line 14, after "committee" add the words "or subcommittee," and 

on line 15 strike "where any subcommittee there are" and add the words "of 
appropriate jurisdiction."

Mr. BINGHAM. Will the gentleman yield ?
Mr. PEASE. Mr. Chairman, I will be happy to yield to my distin 

guished colleague, Mr. Bingham, with whom we have worked closely 
on these amendments in recent weeks.

Mr. BINGHAM. Again, I compliment the gentleman on his amend 
ment, and I have no objection to it.

Mr. FINDLEY. Mr. Chairman.
Chairman ZABLOCKI. The gentleman from Illinois.
Mr. FINDLEY. I would like to know the rationale for this amend 

ment. The subcommittee is a creature of the full committee. It would 
seem to me legislation would bypass that relationship which I think 
is very important.

Mr. FASCELL. It says subcommittee.
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Mr. FINDLEY. Would you explain your rationale for the amendment ?
Mr. PEASE. Yes.
Mr. Chairman, the gentleman from Illinois raises a good point. The 

Commerce Department was concerned about how broadly this in 
formation could be available to how many different committees. The 
original language of the bill, as you can see on lines 14 and 15, would 
say the documents would be made available upon request to any com 
mittee of Congress or any subcommittee thereof. My amendment tries 
to pin that down somewhat by including both "committee and sub 
committee" but adding the words "of appropriate jurisdiction."

Mr. FASCELL. Vote.
Chairman ZABLOCKI. All those in favor signify by saying "aye."
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no."
[No response.]
Chairman ZABLOCKI. The amendment is adopted.
The chief of staff will read the Bingham amendment.
Mr. Brady [reading] :
On page 16, line 15, after the period add the following: "No such committee 

or subcommittee shall disclose any information contained under this Act which 
is submitted on a confidential basis unless the full committee determines the 
withholding thereof is contrary to national interest."

Chairman ZABLOCKI. The gentleman from New York.
Mr. BINGHAM. Mr. Chairman, this is a slight modification of the 

language that we adopted last year. The change is that the full com 
mittee would have to act to release the information rather than the 
subcommittee.

Mr. WHALEN. Would the gentleman yield ?
What we see before us on page 16 is modified by deleting "subcom 

mittee" and putting in "full committee" ?
Mr. BINGHAM. Yes.
Chairman ZABLOCKI. All those in favor of the gentleman's amend 

ment signify by saying "aye."
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no."
[No response.]
Chairman ZABLOCKI. The "ayes" have it. The amendment is adopted.
The last amendment of the gentleman from Ohio is pending.
Mr. PEASE. Mr. Chairman, that should have been deleted from the 

latest committee print. It was included by error.
Chairman ZABLOCKI. We have two remaining amendments proposed 

by Mrs. Collins.
Mr. FASCELL. Let's take them up.
Mr. BEDELL. I would like to offer them.
Chairman ZABLOCKI. The first amendment appears on page 9.
The chief of staff will read the amendment.

AMENDMENT TO SECTION 105: CONGRESSIONAL REVIEW OF EXPORT 
CONTROLS ON AGRICULTURAL COMMODITIES

Mr. BRADY [reading] :
Page 9, line 13, after the period delete all that follows through line 21.
Mr. FASCELL. Will the gentleman yield ?
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• Mr. BEDELL. Yes.
Mr. FASCELL. Mrs. Collins is offering the amendment to strike that 

language out.
Chairman ZABLOCKI. That is my understanding.
Mr. BINGHAM. Mr. Chairman.
Chairman ZABLOCKI. The gentleman from New York.
Mr. BINGHAM. Unless someone wants to speak in favor of the 

amendment, I would like to be recognized in opposition to it.
Chairman ZABLOCKI. Mr. Bedell from Iowa.
Mr. BEDELL. What I would like to see is the amendment stay in. 

Congress does have the authority to disapprove in case that the Presi 
dent does impose an embargo.

Mr. BINGHAM. Will the gentleman yield ?
Mr. BEDELL. Yes.
Mr. BINGHAM. Mrs. Collins' amendment would delete that.
Mr. BEDELL. I withdraw then.
Chairman ZABLOCKI. You are not proposing Mrs. Collins' amend 

ment ?
Mr. BEDELL. Her amendment on page 10, is it included now ?
Chairman ZABLOCKI. Wait 1 moment until we get the parliamentary 

situation.
Page 10 is entirely different.
Mr. BEDELL. I do not want to offer either one of them.
Mr. BUCHANAN. Mr. Chairman.
Chairman ZABLOCKI. The gentleman from Alabama.
Mr. BUCHANAN. May I ask the gentleman from New York if he, 

indeed, objects to the amendment on page 10 ?
Mr. BINGHAM. Yes, I do. I will explain now if anyone wants me to.
Mr. BUCHANAN. I thank the gentleman.
Chairman ZABLOCKI. Mrs. Collins should be here any minute. She 

said she will be here no later than 11:30. She is chairing another 
committee.

Are there any other amendments ?
Mr. Bingham.

AMENDMENT TO SECTION 102 : AUTHORIZATION OF APPROPRIATIONS

Mr. BINGHAM. I do, Mr. Chairman. It has to do with the authoriza 
tion. This would be at section 102——

Chairman ZABLOCKI. Apparently we do not have a copy.
Mr. BINGHAM. I believe it is being distributed now.
Chairman ZABLOCKI. The amendment will be distributed and read 

by the chief of staff.
Mr. BRADY [reading] :
Amendment to Title I of H.R. 1561 offered by Mr. Bingham. On page 2, line 24, 

the committee print of March 30, strike out "$14 million 272 thousand" and insert 
in lien thereof "§14 million 33 thousand and such additional amounts that may 
be necessary for increases in salary, pay, retirement, other employee benefits 
authorized by law and other nondiscretionary cost.".

Mr. BINGHAM. Mr. Chairman, first of all, since this represents a 
change in an amendment of mine that was previously adopted, I ask 
unanimous consent for the consideration of this amendment to a 
previous amendment.
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Chairman ZABLOCKI. Is there any objection ?
| No response.]
Without objection, so ordered.
Mr. BINGHAM. We have just received today the estimate of the 

Congressional Budget Office for carrying out the export administra 
tion program for the next 2 fiscal years. This estimate was not available 
during our last markup. The figures I proposed at that time appear 
in the current print and were based entirely on Commerce Department 
estimates. . . • .

The Congressional. Budget Office has estimated certain, second year 
costs requested by the Commerce Department would not be necessary 
because section 113 and 117 of the bill are required to be implemented 
in the first year, and there would be no further costs involved. It is 
also possible to cut further funds from the request in view of the fact 
we have today stricken the first paragraph of section 107 from the bill. 
This is also taken into account in the CBO estimate. The CBO, how 
ever, has increased the Commerce Department estimates and taken 
account of inflation. The Commerce Department estimates are in 
constant dollars.

The net result of these calculations is a reduction of $239,000 in the 
2-year authorization as requested by the Commerce.Department. That 
is reflected in my amendment. The only factor which is not taken into 
account in the CBO estimate is such salary increases that may be 
granted by law, and my amendment contains an openended authoriza 
tion for those. This follows the model of the Foreign Relations 
Authorization Act for fiscal year 1977 and the ACDA Act as amended.

Chairman ZABLOCKI. The question occurs on the amendment offered 
by the gentleman from New York.

All those in favor signify by saying "aye."
[Chorus of ayes.]
Opposed, "no."
[No response.]
The "ayes" have it.
The Chair would like to complete the bill. I would hope we could 

A-ote on the proposed pending Collins amendment for the purpose of 
bringing it before the committee.

CONGRESSIONAL VETO OF EXPORT CONTROLS ON AGRICULTURAL, COMMODITIES

The Chair will call up the Collins amendment on page 9 for 
consideration.

I understand the gentleman from New York desires to be heard.
Mr. BINGHAM. Yes.
Chairman ZABLOCKI. The Chair does not have strong feeling for 

supporting or opposing the amendment.
Mr. BINGHAM. Mr. Chairman, this amendment would strike the pro 

vision for a congressional veto within 30 days after the receipt of the 
report, and I think the Congress should retain that power.

Mr. FINDLEY. I move the previous question.
Chairman ZABLOCKI. The previous question has been requested.
Mr. Cavanaugh.
Mr. CAVANAUGH. I just associated myself with the position of Mr.
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Bingham. I do feel this is an important prerogative in an attempt 
to retain——

Mr. BEDELL. I certainly agree with Mr. Bingham.
Mr. BTJCHANAN. Will the gentleman yield ?
Mr. CAVANAUGH. I yield.
Mr. BTTCHANAN. This may be the last word I ever say on this sub 

ject. When we were discussing the famous War Powers resolution 
which the chairman authored, I expressed reservation as to the con 
stitutionality of this kind of provision in legislation. I still have 
reservations as to its constitutionality. I am sure, sooner or later, it 
will be tested in the courts. However, I hope I am wrong because I 
certainly support the thrust of this.

Chairman ZABLOCKI. The question occurs on the amendment offered 
on behalf of the gentlewoman from Illinois, Mrs. Collins.

All those in favor signify by saying "aye."
[No response.]
Opposed, "no."
[Chorus of noes.]
The amendment is defeated.

PERIOD OF ACTION ON EXPORT LICENSE APPLICATIONS

The next pending amendment the Chair will ca]] up on behalf of 
Mrs. Collins is on page 10.

The clerk will quickly read the amendment. 
Mr. BRADY [reading] :
On page 10, after the word "receipt" delete all that follows through the word 

"notifies" on line 9 and add the following: "If additional time is required, the 
Secretary of Commerce or other official exercising authority under this Act shall 
notify."

Chairman ZABLOCKI. The gentleman from New York.
Mr. BINGHAM. Mr. Chairman, I do oppose this amendment. The 

problem that was raised frequently in the hearings we had last year 
was delay in approvals and disapprovals. What the text, as it appears 
in the bill that is proposed, does is to put pressure on the Department 
of Commerce to act within 90 days and to provide in effect unless it 
shows some reason why there should be additional time, the applica 
tion should be deemed to be approved within the 90-day period.

Mr. BEDELL. Will the gentleman yield ?
Chairman ZABLOCKI. Will the gentleman yield to the gentleman 

from Iowa?
Mr. BINGHAM. Yes.
Mr. BEDELL. I associate myself with the gentleman's remarks. I move 

the previous question.
Chairman ZABLOCKI. The previous question has been moved. The 

amendment of the gentlewoman has occurred.
All those in favor signify by saying "aye."
[Chorus of ayes.]
Opposed, "no."
[Chorus of noes.]
The amendment is not agreed to.
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NEW SECTION 118: TECHNOLOGY EXPORT STUDY

On page 24, the chief of staff will read the remaining Collins 
amendment. 

Mr. BRADY [reading] :
On page 24, after line 18, add the following: "Technology Export Study, 

Section 118(A), the President acting through the Secretary of Commerce".
Mr. BINGHAM. Mr. Chairman, I ask unanimous consent the amend 

ment be considered as read.
Chairman ZABLOCKI. Without objection, so ordered.
Mr. BINGHAM. I move the previous question.
Chairman ZABLOCKI. The previous question has been requested.
All those in favor of the amendment of Mrs. Collins signify by 

saying "aye."
[Chorus of ayes.]
Opposed, "no."
[No response.]
The amendment is adopted.
Mr. FASCELL. I ask unanimous consent the chairman be authorized 

to introduce a clean bill for H.R. 1561 as amended and bring it back 
for consideration of the full committee.

Chairman ZABLOCKI. Is there objection ?
[No response.]
The Chair hearing none, without objection, the unanimous consent 

is agreed to.
The Chair would like to state that if there are others who desire to 

cosponsor they should advise the chief of staff immediately.
The committee will recess and reconvene at 1:15 to act upon the 

clean bill. A rollcall may be ordered. I request members to come back.
The committee will reconvene at 1:15.
[Whereupon, at 11:40 a.m., the committee recessed, to reconvene at 

1:15 p.m., the same day.]

AFTERNOON SESSION

[The committee reconvened at 1:20 p.m., Hon. Clement J. Zablocki, 
chairman of the committee, presiding.]

REPORTING OUT OF THE CLEAN BILL, H.R. 5840

Chairman ZABLOCKI. The committee will please come to order.
This morning the committee completed markup on H.R. 1561, the 

extension of the Export Administration Act of 1969. Since then we 
have introduced the amended bill and now have before the committee 
a clean version of that bill, the number of which is H.R. 5840.

Because of the complexity of this bill, it is the Chair's suggestion 
that we provide sufficient time to write the report and plan to file the 
report on Wednesday of next week, April 6. I want to point out that 
is the last legislative day before the beginning of the Easter recess. 
If there are substantive differences regarding the report that require 
resolution by the members, it is the Chair's intention to call a meeting 
of interested members to discuss the report on Tuesday morning.
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If we have an indication there is a controversy, we will call a meet 
ing. All those who would be interested should advise me.

It is nOw in order for tihe committee to vote on the clean bill, H.R. 
5840.

The Chair will entertain a motion.
Mr. FASCELL. Mr. Chairman I so move.
Chairman ZABLOCKI. The motion has been made.
All those in favor signify by saying "aye".
[Chorus of ayes.]
Chairman ZABLOCKI. Opposed, "no".
[No response.] .
Chairman ZABLOCKI. The "ayes" have it.
Does anybody desire a rollcall ?
Mr. WHALEN. Rollcall, Mr. Chairman.
Mr. BTJRKE. Rollcall, Mr. Chairman.
Chairman ZABLOCKI. A rollcall is requested.
All those in favor will raise their hand. We have to have a sufficient 

number.
[Showing of hands.] ' •
Chairman ZABLOCKI. A sufficient number of members have' raised 

their hands.
A rollcall is in order.
The chief of staff will call the roll.
Mr. BRADY. Chairman Zablocki.
Chairman ZABLOCKI. Aye.
Mr.'BRADY. Mr. Fountain.
Mr. FOUNTAIN. Aye, with reservation.
Mr. BRADY. Mr. Fascell.
Mr. FASCELL.- Aye.
Mr. BRADY. Mr. Diggs.
Mr. DIGGS. Aye.
Mr. BRADY. Mr. Nix.
Mr. Nix. Aye.
Mr. BRADY. Mr. Fraser.
[No response.]
Mr. BHADY. Mr. Rosenthal.
Mr. ROSENTHAL. Aye.
Mr. BRADY. Mr. Hamilton.
Mr. HAMILTON. Aye. "
Mr. BRADY. Mr. Wolff.
[No response.]
Mr., BRADY. Mr. Bingham.
[No response.]
Mr. BRADY. Mr. Yatron.
Mr. YATRON. Aye.
Mr. BRADY. Mr. Harriiigton.
Mr. INGRAM. Aye by proxy.
Mr. BRADY. Mr. Ryan.
[No response.]
Mr. BRADY. Mrs. Collins.
Mr. INGRAM. Aye by proxy.
Mr. BRADY. Mr. Solarz.
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Mr. INGRAM. Aye by proxy.
Mr. BRADY. Mrs. Meyner.
Mrs. MEYNER. Aye.
Mr. BRADY. Mr. Bonker.
[No response.]
Mr. BRADY. Mr. Studds.
[No response.]
Mr. BRADY. Mr. Ireland.
Mr. IRELAND. Aj7e.
Mr. BRADY. Mr. Pease.
Mr. PEASE. Aye.
Mr. BRADY. Mr. Beilsenson.
[No response.]
Mr. BRADY. Mr. de la Garza.
Mr. DE LA GARZA. Aye.
Mr. BRADY. Mr. Danielson.
[No response.]
Mr. BRADY. Mr. Bedell.
Mr. BEDELL. Aye.
Mr. BRADY. Mr. Cavanaugh.
[No response.]
Mr. BRADY. Mr. Broomfield.
Mr. BROOMFIELD. Aye.
Mr. BRADY. Mr. Derwinski.
Mr. INGRAM. Aye by proxy.
Mr. BRADY. Mr. Findley.
[No response.]
Mr. BRADY. Mr. Buchanan.
Mr. BUCHANAN. Aye.
Mr. BRADY. Mr. Burke.
Mr. BURKE. Aye.
Mr. BRADY. Mr. Whalen.
Mr. WHALEN. Aye.
Mr. BRADY. Mr. Winn.
[No response.]
Mr. BRADY. Mr. Gilman.
Mr. GILMAN. Aye.
Mr. BRADY. Mr. Guyer.
Mr. GUYER. Aye.
Mr. BRADY. Mr. Lagomarsino.
Mr. LAGOMARSINO. Aye.
Mr. BRADY. Mr. Goodling.
Mr. GOODLING. Aye.
Mr. BRADY. Mrs. I3ettis.
Mi's. PETTIS. Aye.
Mr. BRADY. Mr. Wolff.
Mr. WOLFF. Aye.
Mr. BRADY. Mr. Harrington.
Mr. HARRINGTON. Aye.
Mr. BRADY. On this vote there are 28 "ayes" and no "nays".
Chairman ZABLOCKI. The bill is reported out favorably.
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Without objection, the Chair would like to suggest we keep the roll 
open until 2 o'clock for those members who desire to vote on the bill or 
to report their proxies.

Is there objection?
[No response.]
Chairman ZABLOCKI. There being no objection, so ordered.
[The final vote was 36 "ayes" and no "noes".]
The bill is reported.
The committee stands adjourned subject to call.
[Whereupon, at 1:25 p.m., the committee adjourned, subject to the 

call of the Chair.]



APPENDIX 1

LETTER FROM SECRETARY or STATE VANCE TO CHAIRMAN 
' ZABLOCKI SUBMITTING ADMINISTRATION PROPOSALS

THE SECRETARY OF STATE,
Washington, D.C. 

Hon. CLEMENT J. ZABLOCKI, 
Chairman, Committee on International Relations, 
U.S. House of Representatives

DEAE MR. CHAIRMAN : As your Committee marks up H.R. 1561, I should like to 
emphasize some points which I made in my testimony before the Committee on 
March 1. I said at the time that this Administration wants to work out with the 
Congress language for boycott legislation on which we can both agree. Substan 
tial progress has been made toward that end.

Subsequent to my testimony, the Anti-Defamation League and Business Round- 
table agreed on an approach which is broadly consistent with the Administration's 
principles which I enunciated to you. We are pleased at the general acceptance 
of these principles, and have submitted to the Committee a comprehensive set of 
implementing amendments proposed by the Administration. I enclose a marked-up 
bill reflecting these amendments.

Let me call your attention to three particularly important matters.
First, prohibition of "refusals-to-deal" in a way which minimizes uncertainty 

and risk for US firms engaging in normal business conduct is handled in (1) (A) 
and (1) (B) on pages 1-2 of the attached draft. This language is consistent with 
the joint statement adopted by the ADL and the Business Roundtable and covers 
this question satisfactorily.

Second, the need to permit firms operating in the Middle East to comply with 
local law, as in the case of ordering items which must pass through customs, is 
dealt with in Section (2) (A) on page 4.

Third, the need to accommodate "unilateral selection" by Arab-world customers 
is dealt with at (2) (F) on page 5.

The language suggested on these points is consistent with the general principles 
which we have enunciated. It carries out our intent to avoid unacceptable intru 
sions of a foreign boycott into the commerce of the United States. At the same 
time the acceptance of these points would help appreciably to avoid an unnecessary 
confrontation with certain foreign countries regarding their own laws and regu 
lations with respect to their own imports and exports. We should not impose 
impracticable limitations on US firms or force them to violate the sovereign 
law of a foreign country in which they may be operating.

In my appearance before you on March 1, I emphasized our intention to 
maintain close and friendly relations with the countries of the Middle Bast as we 
pursue our effort to be helpful in achieving a just and lasting settlement between 
the Arab states and Israel. I urge your support for the specific points mentioned 
above, as well as the other amendments reflected in the attached draft. 

Sincerely,
CTRTJS VANCE.

Enclosure: Administration amendments.
$ ###***

TITLE II—FOREIGN BOYCOTTS

PROHIBITION ON COMPLIANCE WITH FOREIGN BOYCOTTS

SEC. 201 (a) The Export Administration Act of 1969 is amended by redesignat- 
ing section 4A as section 4B and by inserting after section 4 the following new 
section:

(315)
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"FOEEIGN BOYCOTTS

Sec. 4A(a) (1) For the purpose of implementing the policies set forth in sec 
tion 3(5) (A) and [B,] the President shall issue rules and regulations prohibiting 
any United States person, with respect to the activities in the interstate or foreign 
commerce of the United States, from taking [or agreeing to take] any of the 
following actions with intent to comply with, further, or support any boycott 
fostered or imposed by a foreign country which is friendly to the United States 
and which is not itself the object of [any form of embargo by the United States] 
a boycott pursuant to United States law or regulation:

"(A) [Refraining from doing] Refusing or requiring any other United States 
person to refuse to do business with or in the boycotted country, with any busi 
ness concern organized under the laws of the boycotted country, or with any 
national or resident of the boycotted country, pursuant to an agreement, [with, 
a requirement of, or a request from or on behalf of the boycotting country] 
Such an agreement need not be in writing and may be inferred from a course of 
conduct. The mere absence of a business relationship with or in the boycotted 
country, with any business concern organized under the laws of .the boycotted 
country, or with any national or resident of the boycotted country, does not 
[alone establish] indicate the existence of either an agreement or the intent 
required to establish a violation of rules and regulations issued to carry out this 
subparagraph.

"(B) [Refrain from doing] Refusing or requiring any person to refuse to do 
business with any other United States person [other than the boycotted country, 
any business concern organized under the laws of the boycotted country] pursuant 
to an agreement. Such agreement need not be in icriting and may be inferred 
from a course of conduct. The mere absence of a business relationship with a 
person does not [alone establish] indicate the existence of either an agreement 
or the intent required to establish a violation of rules and regulations issued to 
carry out this subparagraph,

"(0) [Refraining from employing or otherwise] Discriminating against any 
United States person on the basis of the race, religion, sex [nationality], or 
national origin, of that person or of any owner, officer, director of employee of 
such person.

"(D) Furnishing information with respect to or reflective of the race, religion, 
sex, or national origin of any other United States person, or of any owner, 
officer, director or employee of such person.

"(E) Furnishing information about whether any United States person has, 
has had, or proposes to have any business relationship (including a relationship 
by way of sale, purchase, legal or commercial representation, shipping or other 
transport, insurance, investment, or supply) with or in the boycotted country, 
with any business concern organized under the laws of the boycotted country, with 
any national or resident of the boycotted country, or with any other United States 
person which is known or believed to be restricted from having any business 
relationship or in the boycotting country.

"(2) Rules and regulations issued pursuant to paragraph (1) shall provide 
exceptions for—

"(A) [compliance with requirements] Complying or agreeing to comply with 
the laws or regulations of a foreign country (i) prohibiting the import of goods 
or services from, the boycotted country or [of goods] produced or provided by 
a national or resident of [any business concern organized under the laws of the 
boycotted country or by nationals or residents of] the boycotted country, or 
(ii) prohibiting the shipment of goods to or from the boycotting country on a 
carrier of the boycotted country or by a route other than that prescribed by the 
boycotting country, its nationals or residents, or the recipient of the shipment;

"(A) Complying or agreeing to comply ivith the laics or regulations of a 
foreign country with respect to activities within such country, by a U.S. person 
resident in such country.

"(B) Complying or agreeing to comply [compliance] with import and shipping 
document requirements with respect to a [positive designation of] country of 
origin, [the name of] the carrier and route of shipment, [and the names of] the 
supplier of the shipment, and other related service organizations, to the extent 
permitted under rules and regulations issued pursuant to this Act.

"(B) Complying or agreeing to comply with requests for ordinary business 
information in a normal commercial setting;
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"(C) Complying or agreeing to comply with export requirements of the boycot 
ting country relating to shipments or transshipments of [exported goodsj exports 
to the bojcottecl country, to any business concern of or organized under the laws 
of the boycotted country, or to any national or resident of the boycotted coun 
try ; or

"(D) Complying or agreeing to comply by an individual with the immigration 
or passport requirements of any country; or

"(E) the refusal of a United States person to pay honor, advise, confirm, 
process or otherwise implement a letter of credit in the event of the failure of the 
beneficiary of the letter to comply with the conditions or requirements of the 
letter, [other than conditions or requirements compliance with which is prohib 
ited by rules and regulations issued pursuant to paragraph (1) which conditions 
or requirements shall be null and void.]

"(F) Complying with the unilateral and specific selection by a boycotting coun 
try or a national or resident (including a U.S. person) thereof, of the participants 
in the various aspects of a transaction in or with respect to that country, includ 
ing sellers, manufacturers, subcontractors, insurers, carriers, financial institu 
tions or freight forwarders.

"(3) Nothing in this subsection may be construed to supersede or limit the 
operation of the antitrust or civil rights laws of the United States.

"(3) This Act and the rules and regulations issued pursuant thereto shall 
preempt any law, rule, or regulation of any of the several States, the District of 
Columbia, and any of the territories or possessions of the United States, or of 
any governmental subdivisions thereof, which law, rule, or regulation pertains 
to participation in, compliance with, implementation of, or the furnishing of 
information regarding restrictive trade practices or boycotts fostered or imposed 
by foreign countries against other countries."

"(4) (a) Rules and regulations to implement this Act [pursuant to this sub 
section and section 11(2)] shall be issued [and become effective] not later 
than 90 days after the date of enactment of this section and shall be issued in 
final form, and become effective not later than 120 days thereafter, except that 
(i) rules and regulations prohibiting negative certification may take effect not 
later than one year from date of enactment of this section; and (ii) a grace 
period shall be provided for the application of the rules and regulations issued 
pursuant to this section [shall apply] to actions taken pursuant to contracts or 
other agreements in effect [on such date of enactment only after the expiration 
of ninety days following the date such rules and regulations become effective] 
on or before March 1, 1977. Such grace period shall be tico years from date 
of enactment of this section extendable by the Secretary for one year periods to 
a maximum of five years in cases in which good faith efforts are being made to 
amend such contracts or agreements.

["(b) (1) In addition to the rules and regulations issued pursuant to subsec 
tion (a) of this section, rules and regulations issued under section 4(to) of 
this Act shall implement the policies set forth in section 3(5).]

"(b) Such rules and regulations shall require that any United States person 
receiving a request for the [furnishing of information, the entering into or imple 
menting of agreements, or the] taking of any [other] action prohibited under 
these rules and regulations [referred to in section 3(5)] shall report that fact 
to the Secretary of Commerce, together with such other information concerning 
such request as the Secretary may require for such action as the Secretary 
may deem appropriate for carrying out the policies [of that section] set forth 
in section 3(5) of the Act. The Secretary may require U.S. persons to maintain 
such records and furnish such additional reports as may be necessary to further 
the policies set forth in section 3(5). [Such person shall also report to the 
Secretary of Commerce whether he intends to comply and whether he has com 
plied with such request.] Any report filed pursuant to this [paragraph] subsec 
tion after the date of enactment of this [section] Act shall be made available 
promptly for public inspection and copying, except that the name of the report 
ing person and information [regarding] such as the quantity, description, and 
value of any articles, materials, and supplies, services or [including] technical 
data [and other information,] to which such report relates [may] shall be kept 
confidential if the Secretary determines that disclosure thereof would place 
the United States person involved at a competitive disadvantage. The Secretary 
of Commerce shall periodically transmit summaries of the information con 
tained in such reports to the Secretary of State for such action as the Secretary
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of State, in consultation with the Secretary of Commerce, may deem appropriate 
for carrying out the policies set forth in section 3 (o) of this Act."

(b) Section 4(b)(1) of such Act is amended by striking out the next to the 
last sentence.

(c) Section 7(c) of such Act is amended by striking out "No" and inserting in 
lieu thereof "Except as otherwise provided by the third sentence of section 4A 
(b)(2) and by section 6(c) (2) (C) ofthisAct.no".

STATEMENT OF POLICY

Sec. 202. [(a) Section 3(5) of the Export Administration Act of 1969 is 
amended by inserting immediately after "United States" the following: "or 
against any United States person".J

C(b) Section 3(5) (B) of such Act is amended to read as follows: "(B) to 
encourage and, in specified cases, to require United States persons engaged in 
the export of articles, materials, supplies, and information to refuse to take 
actions, including furnishing information or entering into or implementing agree 
ments, which have the effect of furthering or supporting the restrictive trade 
practices or boycotts fostered or imposed by any foreign country against a coun 
try friendly to the United States, "or against any United States person.]

Section 3(5)(B) of the Export Administration Act is deleted, and Section 
3(5) (C) isredesignatedas SectionS(S) (B)."

ENFORCEMENT

Sec. 203. (a) Section 6(c) of the Export Administration Act of 1969 is 
amended—

(A) by redesignating such section as section 6(c) (1) ; and
(B) by adding at the end thereof the following new paragraph :
"(2) (A) The authority of this Act to suspend or revoke the authority of any 

United States person to export articles, materials, supplies, or technical data 
[or other information,] from the United States, its territories or possessions, 
may be used with respect to any violation of the rules and regulations issued 
pursuant to section 4A(a) of this Act.

"(B) Any administrative sanction (including any civil penalty or any sus 
pension or revocation of authority to export) imposed under this Act for a 
violation of the rules and regulations issued pursuant to section 4A(a) of this 
Act may be imposed only after notice and opportunity for an agency hearing 
on the record in accordance with sections 554 through 557 of title 5, United 
States Code.

"(C) Any charging letter or other document initiating proceedings for the 
imposition of administrative sanctions for violations of the rules and regula 
tions issued pursuant to section 4A[(a)] of this Act shall be made available 
for public inspection and copying.".

"(b) Section 8 of such Act is amended by striking out "The" and inserting in 
lieu thereof Except as provided in section 6(c) (2), the".

DEFINITIONS

"Sec. 11. As used in this Act—
"(1) the term 'person' means [includes the singlar and the plural and] any 

individual, partnership, corporation, or other form of association, including 
any government or agency thereof; and

"(2) the term 'United States person' means [includes] any United States 
resident or national, any domestic concern [(including any subsidiary or affiliate 
of any foreign concern with respect to its activities in the United States)], 
and any foreign subsidiary of a domestic concern insofar as it is involved in the 
interstate or foreign commerce of the United States [or affiliate of any domestic 
concern which is controlled in fact by such domestic concern, as determined 
under regulations of the President].
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LETTER FROM SECRETARY OF COMMERCE KREPS TO CHAIRMAN 
ZABLOCKI SUBMITTING ADMINISTRATION PROPOSALS

HON. CLEMENT J. ZABLOCKI,
Chairman, Committee on International Relations, House of Representatives, 

Washington, B.C.
DEAB MR. CHAIRMAN : I am writing to urge you to consider several key points 

when mark-up on H.R. 1561 resumes on Tuesday, March 22. The Administration 
believes it is essential that the Export Administration Act include, among others, 
the following provisions: (1) a provision in section 4A(a)(2) allowing for 
unilateral selection of goods and suppliers by a national or resident (including 
a U.S. person) of a boycotting country, without regard to the reasons for such 
selection; (2) an express indication that only action taken "pursuant to an agree 
ment" is prohibited; (3) preemption of State laws; and (4) reduction of re 
porting requirements.

As I indicated in my testimony, the Administration generally supports legisla 
tion consistent with the Joint Principles agreed to by the Anti-Defamation 
League and the Business Roundtable. Because of the international sensitivity 
of this subject and the rapidity with which relevant developments occur, it may 
be useful for the Secretary of Commerce to have maximum flexibility, through 
authority to promulgate regulations, to expand or modify anti-boycott prohibi 
tions of the Act.

I or my staff will be happy to expand on these points or furnish other assistance 
to you or your staff. Suggested statutory language on these and other points 
has already been furnished the Committee. 

Sincerely,
JUANITA M. KREPS.

ANTI-BOYCOTT LEGISLATION—H.R. 1561
The following are, in the Administration's view, the most important changes 

that should be made to H.R. 1561.

1. ALLOWING UNILATERAL SELECTION

Legislation should not prohibit U.S. firms from complying with selection by 
customers residing in Arab countries—for reasons related to the boycott or other 
wise—of suppliers or subcontractors for a particular transaction. A specific 
unqualified exception covering such unilateral selection should be included and 
should expressly cover U.S. persons resident in the boycotting country. [Sec. 4A 
(a) (2)]

2. COMPLIANCE WITH HOST COUNTRY LAWS

U.S. persons resident in boycotting countries must be able to comply with the 
laws of those countries. No distinction between laws relating to the primary boy 
cott and the secondary boycott is practicable here. This amendment is necessary 
to allow U.S. firms in boycotting countries to procure necessary goods and serv 
ices. Further, foreign subsidiaries also should not be compelled to violate host 
country law. [Sec. 4A(a) (2) (E)]

3. "PURSUANT TO AGREEMENT"
The refusal to deal prohibitions should extend only to refusals "pursuant to 

an agreement." The Administration believes, consistent with the ADL-Roundtable 
Joint Statement, that such agreement may be either express or inferred from a 
course of conduct [ Sec. 4A (a) (1) ]

(319)
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4. "CHANGING BUSINESS ACTIVITIES"
The proposed new prohibition of Paragraph 4A(a)(l)(H) would prohibit 

"taking any action ... in order to circumvent [the prohibitions]." This prohibi 
tion is far too broad, is too imprecise for a criminal statute, and would be ex 
ceedingly difficult to administer. It would interject uncertainties into each trans 
action involving a boycotting country. It would arguably reach shifts of business 
activities that otherwise are not barred by the statute.

5. REFUSING TO DO BUSINESS

"Refusing" is more appropriate than "refraining" since its connotation of 
active conduct is more consistent with criminal prohibitions. Otherwise, firms 
might be charged with violations simply because they have not pursued business 
dealings with blacklisted firms or Israel. [4A (a) (1) ]

6. DEFINITION OF UNITED STATES PEESON

"United States person" should be defined to include subsidiaries of U.S. firms 
to the extent they are engaged in U.S. commerce, or being used by the parent 
to evade U.S. law. The definition should not reach foreign firms or transactions 
of foreign subsidiaries not involving U.S. commerce, or foreign business visitors 
or firms who are not residents or incorporated in the U.S. [Sec. 11(2)]

7. PREEMPTION OF STATE LAWS

The statute should clearly preempt state anti-boycott laws. Uniformity and 
the absence of duplication, over-lapping prohibitions are essential. [4A (a) (3) ]

8. REPORTING REQUIREMENTS

Reporting requirements should be curtailed to apply only to requests for 
prohibited information or prohibited action. [4A(a) (5) (b) (2) ]

9. GRANDFATHER CLAUSE

Contracts in existence as of the date of enactment should, for a specified 
period of time, be exempted from the prohibitions of the Act. A two-year 
"Grandfather Clause" with one year extensions up to a maximum of a total of 
5 years, in the discretion of the Secretary, would allow a reasonable transition 
period during which necessary contract adjustments could be sought. [4A(a) 
(4)(a)]
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LET-TEE FROM L. NIEDERLEHNER, ACTING GENERAL COUNSEL, DEPART 
MENT OF DEFENSE TO CHAIRMAN ZABLOCKI, SUBMITTING DEPART 
MENT'S POSITION ON TITLE I

GENERAL COUNSEL OF THE DEPARTMENT OP DEFENSE,
Washington, D.C., March 10,1977. 

Hon. CLEMENT J. ZABLOCKI, 
Chairman, Committee on International Relations, Bouse of Representatives,

Washington, B.C.
DEAR MR. CHAIRMAN : The purpose of this letter is to provide you with the 

views of the Department of Defense on Title I of H.R. 1561, 95th Congress, "To 
amend and extend the Export Administration Act of 1969 to improve the Admin 
istration of export controls pursuant to such Act, to strengthen the anti-boycott 
provisions of such Act, and for other purposes." The Department of Defense de 
fers with respect to Title II on "Foreign Boycotts", and delays comment on Title 
III (dealing with nuclear export controls) pending further study of the issue by 
the Administration.

TITLE I

In general, the Department of Defense supports the provisions of Title I "Ex 
port Administration Improvement and Extension" subject to certain revisions. 
The following revisions are recommended:

The first sentence of new Subsection 4(j)(l),as added by Section 107 of each 
bill dealing with "Exports of Technical Information," should be amended by 
adding: (1) after "the transfer from the United States of" the word "unpub 
lished"; (2) after "technical data" add the words "subject to a validated li 
cense"; (3) delete the words "other information" and insert in lieu thereof 
"any other information subject to validated license".

The first sentence of new Subsection 4(j) (2), as added by Section 107 of each 
bill, should be amended by adding, after "The Secretary of Commerce", the words 
"in consultation with the Secretary of Defense".

In the first sentence of Section 117 of each bill ("Review of Unilateral and 
Multilateral Export Control Lists") the words "the Department of Defense 
and other" should be added after "The Secretary of Commerce, in cooperation 
with".

Additional Defense views on Title I are attached. (Attachment A.)
The Office of Management and Budget advises that there is no objection to 

the presentation of this report to the Committee from the standpoint of the 
Administration's program. 

Sincerely,
L. .NlEDEHLEHNER,

Acting General Counsel. 
Enclosure:

ADDITIONAL COMMENTS ON TITLE I, EXPORT ADMINISTRATION EXTENSION AND
AMENDMENTS

1. The concept of considering license applications as approved if they have not 
been acted upon within 90 days of receipt, as proposed in Section 106, could result 
in added administrative burdens not only on Commerce but also on Defense 
without any clear commensurate gain to either the government or industry. It 
takes Commerce considerable time and effort to prepare complex cases for the 
interagency Operating Committee and it is often necessary to discuss them at 
length in committee after the various departments have consulted with their 
technical and intelligence advisers. It is often necessary to go back to the 
applicant for more information. Also, particularly complex cases with significant 
national security overtones may at times require White House resolution. All

(321)
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this takes time. Furthermore, there is always the danger in implementing such 
"silence gives consent" concepts that information having an important bearing 
on a proposed transaction may be lost in transit or otherwise misdirected or mis 
placed. Another factor of potential delay is the fact that this legislation would 
have Commerce show the documents to the applicant to insure his satisfaction 
with the presentation of the data under consideration. It is anticipated chat 
the Secretary of Commerce will often have to exercise his authority to require 
additional time for resolution, and that Defense will have to assist in providing 
rationale therefor. Nothing in this provision appears to provide any mechan 
ism for either speeding up or streamlining the process.

2. New Subsection 4(g) (2) (A) proposed in Section 106 could be troublesome 
because it might reveal to applicants divided departmental positions on specific 
export applications which could be exploited. It might also defer resolution of 
decisions because of the requirement to notify applicants of details and wait 
to evaluate their responses. The problem of transmitting classified informa 
tion which might reflect negatively on a proposed transaction is also of concern.

3. In Section 106, the proposed new Subsection 4(g)(2)(B) deals with the 
issue of which portions of the documentation to be submitted in multilateral 
review should be given to the applicant for review. This is a curious requirement 
in the light of the fact that almost no cases which the U.S. has submitted to 
multilateral review have been turned down. It does not appear to deal with any 
existing problem but creates some. Although there would be no objection to 
providing the applicant with a playback of the details he has provided to Com 
merce to insure that he understands them (which incidentally takes up consid 
erable time and effort), we should not release such data as classified information, 
licensing history, some of which involves other U.S. and foreign companies and 
the strategic evaluation and export control status of the proposed export.

4. The study called for in the new Subsection (j) (2) proposed in Section 107 
could be quite useful in determining how much information detrimental to our 
national security is being exported in an uncontrolled fashion, such as through 
the National Technical Information Service (NTIS).
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LETTER FROM PATRICIA M. WALD, ACTING ASSISTANT ATTORNEY GEN 
ERAL, DEPARTMENT OF JUSTICE TO CHAIRMAN ZABLOCKI REGARDING 
TITLE I

Hon. CLEMENT J. ZABLOCKI,
Chairman, House International Relations Committee, U.S. House of Representa 

tives, Washington, D.C.
DEAB MR. CHAIRMAN : The Department of Justice proffers the following views 

regarding Title I of H.R. 1561, a bill to amend and extend the Export Admin 
istration Act of 1969. For reasons stated in this report, we have concluded that 
§ 105 of this bill violates Article I, § 7 and Article II, § 3 of the Constitution of 
the United States and is therefore unconstitutional.

I. BACKGROUND

Under § 4 of the Export Act as amended, 50 U.S.C. App. § 2403 (Supp. V 1975), 
the President or his properly delegated subordinate may take action, inter alia, 
to prevent the exportation of various articles from the United States. The Export 
Act establishes specific categories of articles whose export may be controlled for 
specific reasons. We are here concerned with the narrow category of agricultural 
commodities.

Under §4(f) of the Export Act, 50 U.S.C. App. §2403(f), broad authority 
otherwise granted under § 4 to control exports is qualified with regard to agri 
cultural commodities. That qualification generally prohibits the use of § 4 au 
thority to control the export of agricultural commodities if the supply of such 
commodities "is determined by the Secretary of Agriculture to be in excess of 
the requirements of the domestic economy except to the extent required to 
effectuate the policies set forth in clause (B) or (C) of paragraph (2) of section 
3'' of the Export Act.

Thus, export controls may be placed on agricultural commodities where supply 
exceeds domestic demand only where such controls are necessary to effectuate 
certain specific policies articulated in § 3 of the Act, 50 U.S.C. App. § 2402. Those 
policies are, under § 3(2) (B), "to further significantly the foreign policy of the 
United States and to fulfill its international responsibilities" and under §3(2) 
(C), "to exercise the necessary vigilance over exports from the standpoint of 
their significance to the national security of the United States."

The bill in question wyould carry over § 4(f) as new § 4(f) (1) and would add 
new subsections 4(f) (2) and (3). Proposed subsection (3), §105 of this bill, 
reads as follows:

"(3) If the authority conferred by this section is exercised to prohibit or 
curtail the exportation of any agricultural commodity in order to effectuate 
the policies set forth in clause (B) of paragraph (2) of section 3 of this Act, 
the President shall immediately report such prohibition or curtailment to the 
Congress setting forth the reasons therefor in detail. If the Congress, within 30 
days after the date of its receipt of such report, adopts a concurrent resolution 
disapproving such prohibition or curtailment, then such prohibition or curtail 
ment shall cease to be effective with the adoption of such resolution. In the 
computation of such 30-day period, there shall be excluded the days on which 
either House is not in session because of an adjournment of more than 3 days to 
a day certain or because of an adjournment of the Congress sine die."

Under this provision, an Executive decision placing export controls on agri 
cultural commodities based on a determination that such controls would "further 
significantly" our foreign policy or "fulfill [our] international responsibilities" is 
subjected to review by the Congress itself.1 Under § 105, the Congress could,

1 Under § 8 of the Act, 50 U.S.C. App. § 2407, no judicial review of such a determination 
is available; this provision would be carried over by both bills.
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acting through concurrent resolution not subject to the Presidential veto power, 
Art. I, § 7, cl. 3 of the Constitution, overturn the action of the President. Pre 
sumably the controls would be effective until such time as a concurrent resolution 
of disapproval were passed. Although § 105 sets a 30-day limit during which the 
controls would be vulnerable to congressional nullification, that figure does not 
include days in which one House is in adjournment for more than three days 
with a day set or in adjournment sine die.

II. THE CONSTITUTIONAL QUESTION

In his opinion of January 31, 1977 to the President on the question of the 
constitutionality of the legislative veto provision of the reorganization statute, 
the Attorney General stated :

Congressional action outside the check of the presidential veto should be 
constitutionally suspect as it carries the potential for shifting the balance of 
power to Congress and thus permitting the legislative branch to dominate the 
executive. If a statute authorizing control by Congress over executive action by 
later resolution has the effect of evading the constitutional safeguards of con 
currence of both Houses and the presidential veto, then it violates Article I, § 7 
of the Constitution.

Section 105 as proposed would, in our view, evade the constitutional safeguard 
of the presidential veto contained in Art. I, § 7, cl. 3 of the Constitution and, 
therefore, is unconstitutional.
A. Nullification of the Presidential Veto

H.R. 1561 gives the President broad but defined power to control the export 
of articles from this country. Under the bill as it would carry forward the 
authority contained in the 1969 and previous Export Act, an export licensing 
system is authorized to be established and exporters who export articles subject 
to licensing may be penalized civilly or criminally for violations of the Act or 
any licensing regulations issued thereunder.

Thus, the Act itself creates an ongoing substantive program to be admin 
istered by the President and his subordinates. It establishes substantive stand 
ards under which the authority to control exports may be exercised. As relevant 
here, that standard is whether such control is required "to further significantly 
the foreign policy of the United States and to fulfill its international responsi 
bilities." Initially, it should be noted that determining whether any particular 
action would or would not "further significantly" our foreign policy is a function 
peculiarly suited to performance by the Executive Branch. Cf. United States v. 
Curtiss-Wright Export Corp., 299 U.S. 304 (1936). Of course Congress could, if 
it so chose, enact legislation on a piecemeal basis prohibiting the export of agri 
cultural commodities based upon its assessment at a particular point in time that 
such control would further the interests of the United States in the field of 
foreign policy. If the President disagreed strongly enough with that assessment 
at the time, such' legislation would have to be passed over his veto.

Rather than legislating on a piecemeal basis, however, Congress has chosen 
in the Export Act of 1969 and its predecessors to place such ongoing decision 
making power in the President.2

No more persuasive recognition of the delicacy of these judgments could be 
made than by reference to the fact that Executive judgments to control exports 
under the Act by issuing or refusing to issue licenses have never been subject to 
judicial review by virtue of § 8 of the Export Act, 50 U.S.C. App. §2407. In 
enacting the Export Control Act of 1949, Congress explained the reason for the 
absence of judicial review, a rarity today, as relating to the export control 
programs' "intimate relation to foreign policy and national security." S. Rep. No. 
31. 81st Cong., 1st Sess. (1949), 1949 U.S. Code Cong. Serv. 1110.3

The Constitutional balance of power between the Executive and Legislative 
Branches would be altered by the enactment of proposed § 105. This is so whether

2 The ongoing character of the export control proeram is vividly illustrated by the 
fact that even though the Export Act expired on September 30. 1976, its substance was 
continued through operation of Executive Order No. 11940, Sept. 30, 1976. Former Presi 
dent Ford, as had his predecessors, clearly saw the need to continue the regulatory 
programs in order to protect the foreign policy and national security interests of the 
country.

3 In denying judicial review, Congress was fully aware that Executive decisions under 
the Act have substantive impact upon private citizens. Congress chose nevertheless to 
deny iudicinl review, stnttn.™ that: The essentinl s"fecuards of consultation with the. 
trade in promulgating regulations, and of an opportunity to be heard on appeal from 
hardship, are obtained through the aforementioned provisions of the bill (4b) and 
existing agency procedures for review and appeals from licensing and compliance actions.
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the congressional "review" of Executive action under the Export Control Act is 
considered to be congressional second-guessing of the President's determination of 
a foreign policy matter or whether it is thought of as congressional repeal of the 
substantive statutory standards by which the Executive could control export of 
agricultural commodities. This shift of power would occur 'because the President 
would be denied veto power over the congressional action in violation of Article I, 
§7.

As a general proposition, the making of foreign policy determinations is an 
ongoing process conducted primarily by the President. Where, as here, the regu 
lation of foreign commerce is involved, there is little doubt that Congress would 
have the power to assess independently of the President the impact of export of 
agricultural commodities on foreign relations and to conclude that a total ban or 
no ban should 'be placed upon such articles. If the President were to disagree with 
Congress' assessment of foreign policy considerations, he would have the power 
to veto any legislation passed by Congress on the subject matter involved here. 
Congress may perhaps deny the President the power to control exports altogether, 
but to suggest that Congress has the power to reverse a presidential determina 
tion of a foreign policy matter by concurrent resolution which is not subject to 
presidential veto is contrary to the distribution of power in the field of foreign 
affairs contemplated by our Constitution.

The provision of the Export Act here in question must be clearly distinguished 
from the legislative veto provision of the reorganization statute, 5 U.S.C. § 906 
(a), which was the subject of the Attorney General's opinion of January 31, 1977. 
In the case of the reorganization statute, the Attorney General concluded that the 
President retained the effective power of veto in his control over the formulation 
of the reorganization plans to be submitted to Congress. The President will sub 
mit only plans which he approves and rather than bend the shape of a plan to 
meet congressional demands, he can decide to submit no plan at all. This freedom 
on the part of the President not to act is the essence of the veto power.

That same freedom is not present in the context of the Export Act. The Presi 
dent must act. As the statute itself provides, the action of the President must be 
in response to the requirements of our foreign policy or to fulfill our international 
responsibilities. In the area of foreign policy, the President cannot choose not to 
act, and if his action is to stand the test of § 105 congressional review, he must 
act in a manner acceptable to Congress. This pressure for action effectively com 
promises the President's control over his action. The legislative veto provision of 
the Export Act frustrates the constitutional check of the Presidential veto and 
thereby violates Article I, § 7 of the Constitution.
B. Separation of Powers

In addition to the constitutional invalidity of the legislative veto provision of 
the Export Act under Article I, § 7, we believe that provision constitutes an as 
sumption by Congress of discretionary control over administration of the Export 
Act in violation of the doctrine of separation of powers. Under Art. II, § 3, the 
President "shall take Care that the Laws be faithfully executed. . . ." There is no 
room to doubt that the President, in reaching a determination that export controls 
over agricultural commodities were required under the substantive standards of 
Export Control Act, would be executing the law as contemplated in Art. II, § 3.

'Under § 105, the Congress has the ability to block by concurrent resolution, at 
any time, the enforcement of the Export Control Act as it regards the export of 
agricultural commodities. Should the President determine, under the Act, that 
controls over the export of agricultural commodities were required, those persons 
most directly affected by the imposition of such controls—the exporters—would 
have had, absent § 105, their substantive rights to export determined by the 
President. Congress having provided that no judicial review of that decision 
would be available, at note 1, supra, the exporters could then take their "case" 
to Congress and, by a simple majority vote of the two Houses, secure what would 
amount to reversal of the decision in their case. Our constitutional system has 
never permitted that kind of standardless review of Executive determinations 
even by the federal courts. Under the separation of powers doctrine, the accumu 
lation of such power—to pass the laws and, in effect, to say what they mean in a 
particular factual situation—is unconstitutional.

We appreciate this opportunity to make these constitutional objections to these 
proposals known to your committee.

The Office of Management and Budget has advised this Department that there 
is no objection to the submission of this report from the standpoint of the Ad 
ministration's program. 

Sincerely,
PATRICIA M. WAXD, 

Acting Assistant Attorney General.



APPENDIX 5
LETTER FROM RICHARD C. ATKINSON TO CHAIRMAN ZABLOCKI 
SUBMITTING NATIONAL SCIENCE FOUNDATION VIEWS ON H.R. 1561

OFFICE OF THE DIRECTOR,
March 11, WTt. 

Hon. CLEMENT J. ZABLOCKI,
Chairman, Committee on International Relations, House of Representatives, 

Washington, D.C.
DEAR MR. CHAIRMAN : The purpose of this letter is to provide you with the 

Foundation's comments on H.R. 1561 to extend and amend the Export Adminis 
tration Act of 1969.

The Foundation is particularly concerned with section 107 which would amend 
section 4 of the Export Administration Act of 1969 to add a new subsection (j). 
Under this new subsection, any person, including any college, university, or edu 
cational institution, that enters into any agreement or agreement which may 
result in the "transfer of technical data or other information" from the United 
States to China or in Eastern Bloc countries must furnish the Secretary of Com 
merce documents and information with respect to such agreements or arrange 
ments. The Secretary is authorized to issue regulations requiring that such in 
formation be furnished so that he can monitor the effects of technical data trans 
fers on the national security and foreign policy of the United States. The Secre 
tary is also directed to conduct a study of technical-data transfers through pub 
lications or the like that might prove detrimental to the United States, and to re 
port to the Congress within 6 months.

Among the serious problems we have with section 107 and related sections, the 
most apparent are:

1. The scope of "any contract, protocol, agreement or other understanding for, 
or which may result in, the transfer of technical data . . ." as used in section 107 
is both broad and vague. It could conceivably cover: attendance by U.S. scientists 
and engineers at international meetings or conferences ; exchange visits to labora 
tories by U.S. and foreign scientists; and scientific or professional society meet 
ings or conventions attended by foreign counterparts.

'Will a college or university be required to report the matriculation of foreign 
students? To report on the curricula such students receive, on the teaching and 
research laboratories to which they have access, or on the detailed contents of 
the technical libraries open to them? Will individual scientists be required to re 
port attendance at international meetings or conferences? Will professional 
societies be required to report the attendance of foreign invitees to their conven 
tions? Will a college or university be expected to monitor the exchange of letters 
and publications between members of its faculty and foreign correspondents and, 
if so, how? Will individual faculty members be required to report such communi 
cations to the Secretary of Commerce?

The implications of possible answers to these and other questions are serious.
2. What information is included within the term "technical data or other in 

formation?" Scientific journals? Textbooks? Software programs for research 
computers? Manufacturers' catalog data on scientific instruments, computers, or 
electronic components?

3. What is a "transfer?" If an American scientist and a scientist of a country 
to which exports are restricted reach an "understanding" (to use the bill's term) 
to keep in communication with respect to the progress of related non-classified 
scientific research which they are each conducting, is the American required to 
register with the Secretary of Commerce? Are publications of scientific papers and 
other scholarly exchanges included?

In sum, we believe that enactment of section 107 could have a chilling effect on 
scientific research and freedom of scientific exchange. The export administrators 
would be given extraordinary and possibly inappropriate regulatory authority
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to require the reporting of information of undetermined and undefined scope and 
content. At the least, tie section is so vague and administratively cumbersome as 
to cause serious administrative problems in colleges and universities. There may 
be significant First Amendment problems, involving freedom of speech and press. 
And the whole tenor of the provision contradicts what has been the foreign policy 
of the United States : to encourage and foster free and open scientific exchange as 
an opening wedge of cooperation with the very countries in question here. 

We oppose enactment of section 107.
The Office of Management and Budget has advised us that there is no objec 

tion to the presentation of this report to the Congress. 
'Sincerely yours,

RICHARD C. ATKINSON,
Acting Director.



APPENDIX 6
LETTER FEOM IRVING S. SHAPIRO, CHAIRMAN, THE BUSINESS ROUND- 

TABLE TO CHAIRMAN ZABLOCKI, SUBMITTING THE VIEWS OF THE BUSI 
NESS ROUNDTABLE

MARCH 10, 1977. 
Hon. CLEMENT J. ZABLOCKI, 
Chairman, Committee on International Relations, Rayburn Souse Office, Building,

Washington, D.C.
DEAB MB. CHAIRMAN : Because of your concern with the potential impact of 

foreign boycott practices upon U.S. individuals and enterprises, we sent you last 
Friday, March 4, the text of a Joint Statement of Principles Re Foreign Boycott 
Legislation developed by a task force composed of representatives from the Anti- 
Defamation League of B'nai B'rith and the Business Roundtable.

With this letter, I, as one of the Co-chairmen of that task force and as Chair 
man of the Business Roundtable, hope to remove certain doubts which may have 
arisen as a result of recent testimony before the House Committee on Interna 
tional Relations which included references to, and interpretations of, three of the 
many points covered by the Joint Statement. The testimony to which I refer was 
given on March 8, by a panel representing Jewish service organizations and which 
included two of the three task force negotiators who had represented the Anti- 
Defamation League. The principal spokesman for the panel was Mr. Alfred Moses, 
who was not, however, one of the task force negotiators.

Since the testimony of that panel is now a matter of official record, I am taking 
the liberty of expressing to you the views of the Business Roundtable negotiators 
on these points so that the thoughts of all involved may be represented.

The three points involved and the views of the Business Roundtable negotiators 
with respect thereto are as follows :

1. In describing the term "agreements" which would be prohibited under the 
proposed legislation, Mr. Moses, a member of the witness panel, said on page 4 of 
his prepared statement that " 'Agreements' need not be in writing or express but 
may be inferred from actions taken. Such actions would include compliance with 
a boycott-related request from, or a requirement of, or action on behalf of, a for 
eign country such as furnishing information with respect to boycott requests." 
The implication of that comment is that compliance with a requirement of a for 
eign country could constitute a proscribed agreement within the purview of the 
proposed legislation. The negotiations leading to the Joint Statement make clear 
that such a provision was unacceptable to the Business Roundtable and the ADL 
finally agreed to the deletion from the Joint Statement of a provision proposed by 
the ADL in near identical language to that quoted above.

The Joint Statement expressly states that the principles are intended to protect 
a U.S. person against prosecution under the proposed legislation as a result of 
such person's observance of the laws and regulations of a foreign country with 
respect to such person's activity directed to or within such country. In order for 
U.S. companies to continue to do business in or with a foreign country and its 
nationals or residents, these companies must be able to comply with the laws and 
regulations of such country applicable to their activities directed to or within 
such country. If U.S. companies are unable to do this without risk of violating 
the laws of the United States, their only alternative is, in effect, to withdraw 
from the foreign countries or to stop doing business with these countries.

For example, a person should not be in violation of the legislation by the simple 
act of observing a known prohibition of a foreign country against, for example, 
the importation of tires manufactured by the "XYZ" company. If a U.S. exporter 
of trucks knows that if his trucks are equipped with "XYZ" tires they will not 
be allowed into a country, then that exporter should not be subjected to the risk 
of prosecution for having failed to engage in the pointless act of shipping a truck 
that will not pass customs. If, however, that exporter systematically refrains
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from using "XYZ" tires on his trucks elsewhere in the world, then a violation 
might occur.

2. The March 8 testimony also referred to the provision in the Joint Statement 
which states that any proposed legislation should not prevent a U.S. person from 
"complying with a unilateral selection by a foreign country, or any national or 
resident (including a U.S. person) thereof of one or more specific persons to be 
involved in one or more distinct aspects of a transaction. . . ." This interpretation 
restricted the scope of this provision to compliance with a selection of a single 
supplier by a foreign government only. It was stated, moreover, that this would 
mean that American companies would not be permitted to make a final designa 
tion from among a list of potentially acceptable candidates submitted by a for 
eign corporation, nor would they be permitted to prepare a list from which a for 
eign corporation would make such a selection.

This narrow interpretation is not reflective of the language of the Joint State 
ment and was not the intended meaning of this provision as understood by the 
Business Roundtable negotiators. It is essential that a U.S. person engaged in 
business in, and operating through residents of, a foreign country have the free 
dom to select suppliers and contractors in connection with the procurement of 
goods and services for importation into such country in a manner which conforms 
with such country's laws, regulations and official policies.

Thus, to adopt an example which was discussed during the March 8 testimony, 
it would be permissible for a U.S. exporter to honor the selection by a national 
or resident of a foreign country of specific manufacturers of components (e.g., 
tires by A, batteries by B, etc.) to be included in, for example, a tractor to be sup 
plied by that exporter.

3. Recognizing that exchange of information regarding commercial relation 
ships is both customary and useful in international trade, the Joint Statement 
does not purport to prohibit the furnishing of such information except to the 
extent that the same can be construed to be given "with regard to or reflective of 
a U.S. individual's race, religion, sex, ethnic or national origin, or presence or 
absence on a blacklist."

I trust you will appreciate that my intent in making the foregoing comments 
is not to detract from the overall common understandings we reached through 
our difficult but fruitful discussions of mutual problems in this complex area of 
concern, but rather to address three specific points which might, in light of the 
March 8 testimony, be misunderstood. 

Respectfully yours,
IBVINQ S. SHAPIRO.



APPENDIX 7
COMMENTS ON TREASURY GUIDELINES ON THE INTERNATIONAL BOYCOTT 

PROVISIONS OF THE TAX KEFORM ACT OF 1976 SUBMITTED BY 
ARNOLD & PORTER
The National Jewish Community Relations Advisory Council hereby submits 

these comments to the guidelines including questions and answers issued by the 
Secretary of Treasury on November 4, 1976, with respect to the International 
Boycott Provision of the Tax Reform Act of 1976.

In general, and at best, the guidelines require significant clarification in order 
to avoid the conclusion that Treasury has sought by administrative interpreta 
tion to obliterate legislative intent. For example, the introduction to the questions 
and answers states that in many cases the answer to a particular question would 
be the same even if a different type of conduct were substituted. Yet, some ques 
tions and answers appear to distinguish between business issues and religious 
issues. There is no statutory basis for that distinction.

Also we note that the introduction states:
"It should be recognized that in instances where the action described in the 

question by itself does not, according to the answer, provide sufficient evidence 
to support an inference that an agreement under section 999(b) (3) exists, an 
overall course of conduct which includes such action in addition to other actions 
would support such an inference."

But the effect of this in terrorem language is far from clear. For example, the 
answers to many questions state that the action referred to does not produce 
adverse tax consequences. Does such an answer mean that the action will never 
theless evidence compliance with the boycott and, if repeated or along with per 
haps a "hair" more, establish "an agreement." The answers certainly do not con- 
;vey that impression. It should be possible for Treasury to state which type of 
action will be viewed with suspicion and which type of action will be entirely 
innocent, and to inform taxpayers clearly of its conclusions in the answers. As 
now drawn, the questions and answers only contribute to confusion.

We will focus here on the specific questions and answers which we believe 
require "clarification" at the earliest possible time.

A. Boycott Reports.
A-5—Section 999(a) requires reports of operations in a boycotting country, 

I'eports of participation in or cooperation with an international boycott or of 
requests to participate in or cooperate in such a boycott. To the extent the answer 
to this question suggests that all such reports will be required only once a year, 
we request that Treasury reconsider its position. We request that taxpayers be 
required to provide the reports referred to in Section 999(a) (2) on a quarterly 
basis. Treasury clearly has the authority under the statute to require quarterly 
reporting and should do so. Quarterly reporting would enable the Department 
both to keep abreast of the methods being used to effectuate the boycott and to 
fulfill its obligations under Section 999(a) (3) to update the list of boycotting 
countries on a quarterly basis.

A-6—See comment to A-5.
Furthermore, there is no clear justification for treating as confidential under 

Section 6103 information provided in response to Section 999(a) (2).
A~1—See comment on A-5 and A-6.
A-ll—It should be made clear that if Company A's relationship with Company 

B is established in order to facilitate the cooperation and/or participation of 
proscribed activity, Company A should be required to report. Furthermore, any 
implication that a company nray avoid the conclusion that it is participating in 
or cooperating with an international boycott by "using" an unrelated company, 
should be removed.

D-3—This series of questions 'and circumstances d'o not adequately indicate 
that operations may not be considered "clearly separate and identifiable" if the
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management of a corporate enterprise has funneled part of its business activity 
to a separate corporate form solely to avoid tainting other operations.

Furthermore, we have doubts about the propriety of the listing of examples 
in response to this question. The Department has correctly stated that a deter 
mination whether an operation is a ''dearly separate and identifiable operation 
must be based on an examination of all the facts and circumstances." It cannot 
be said on the basis of the facts given in any of the examples, that the opera 
tions are definitely separated and identifiable. In each of those examples, the 
company's supposedly separate operations could well be part and parcel of its 
boycott operations. The company bears the burden of proving that they are not.

S. Definition of an Agreement to Participate in or Cooperate With a Boycott 
(Section 999(6) (3)).

B-3—The Department's answer to this question adopts the position that a 
taxpayer's agreement that a boycotting country's laws will "apply" to the per 
formance of its contract, as distinguished from an agreement "to comply" with 
those laws, will not constitute an agreement to participate in a boycott. That 
distinction is one of form rather than substance. Both agreements have the same 
purpose—to bind the taxpayer to perform its contract in accord with the legal 
requirements of the boycotting country, including its boycott restrictions. Both 
agreements constitute participation in the boycott under Section 999(to) (3).

Even if the Department adheres to the position taken in answer to Question 
H-3, that answer must be expanded to notify taxpayers that an agreement that 
the boycotting country's laws will apply to its contract will be treated as suspect 
and provide strong support for a finding that the taxpayer has participated in 
the boycott.

H-5—In its answer to this question, the Department advises taxpayers that 
they may freely refrain from dealing with blacklisted companies so long as they 
do not expressly agree to do so. Moreover, in answer to Question H-23, the Depart 
ment makes clear that it intends that advice to apply even if the taxpayer is 
aware of the boycotting country's requirements and refrains from dealing with 
blacklisted companies in order to comply with those requirements.

These answers, we submit, directly frustrate legislative directions. They violate 
both the intent of the Tax Reform Act and the settled law of contracts of this 
country. They are also totally incompatible with the positions announced 'by the 
Department elsewhere in the guidelines.

ICertainly, participation in a boycott will not 'be inferred solely from the fact 
that a taxpayer sells goods to a boycotting country and happens to be in "com 
pliance" with that country's boycott restrictions. The legislative history of the 
Act makes clear, however, that even in that situation participation in the boy 
cott will be -found if the taxpayer's pattern of conduct indicates that its "com 
pliance" is not merely accidental, but that as a condition of doing business with 
the boycotting country the taxpayer actually refrained from dealing with boy 
cotted countries or companies. In the facts given in Question H-5, the taxpayer 
did "refrain"—it deliberately excluded 'blacklisted companies from consideration 
in performing its contract. That word belies unknowing activity. These actions 
clearly constitute participation in the boycott. Company A has "agreed" by its 
action. As the Conference Report makes clear, no express agreement is required. 
(Conf. Rept. at 4 67.)

It is elementary contract law 'that a party may "accept" an "offer" by conduct 
constituting the performance called for by the offer, thereby concluding what 
is commonly referred to in the law as a "unilateral 'agreement." No written 
acceptance communicated between the parties is required. The conditions—in 
this case, to refrain from using blacklisted companies—are known and accepted 
by performance. The taxpayer's conduct directly effectuates the boycott and is 
known by him to do so.

The Department itself recognized the validity of this conclusion in its answer 
to Question H-9. There, it states that a taxpayer, aware of a boycotting country's 
policy of denying visas to individuals of certain religions, agrees to those restric 
tions if it excludes persons of that religion from consideration for employment. 
No written contract is necessary. By excluding persons objectionable to the Arab 
states from consideration, the taxpayer has agreed to participate in the boycott. 
There is no basis in the statute for distinguishing between the exclusion of per 
sons because of their religion and the exclusion of persons because they appear 
on the blacklist.

H-6—See comments on H-5. We note that this brief and unclear answer 
heightens our concerns about the answer to H-5.
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H-7—The answer to this question—that the mere acknowledgment of the gen 
eral applicability of the laws of a boycotting country "will not support the 
inference of tihe existence of an agreement"—is clearly incorrect as a matter of 
evidence. The simple acknowledgment of the general applicability of laws might 
ndt by itself constitute an agreement to participate in the 'boycott. Certainly, 
however, that acknowledgment would be relevant in viewing the actions taken by 
a taxpayer with respect ito the boycott and would, along with other factors, sup 
port a finding that the taxpayer had indeed agreed to comply with boycott 
restrictions. In short, this is another example where the Treasury has been un 
clear as to its intentions, and must warn taxpayers -they are involved in suspect, 
not innocent activity.

H-8—The Department's answer to this question completely disregards the 
intent of the Act, and countenances the chief methods now being used to effec 
tuate 'the boycott. Very rarely do boycotting countries require United States 
companies to agree explicitly to refrain from dealing with 'blacklisted American 
companies or persons. Rather, to avoid such explicit agreements, the boycotting 
countries effectuate their boycott toy requiring exporters to provide certifications 
at the time of export evidencing compliance wiflh the boycott with respect to 
the particular transaction. Those certifications evidence the exporter's accept 
ance of the boycott conditions and are known by him to do so. They are not, and 
do not even purport to be, related to any valid business purpose. The Depart 
ment's suggestion that these certifications will not result in the loss of tax benefits 
disregards both their purpose and effect.

As we pointed out in our suggested questions and answers, in other areas of 
United States law, such as antitrust, our jurisprudence is not so unsophisticated 
as to ignore the fact that illicit agreements are almost always tacit and un 
spoken. The agreement must be implied. There can be only one reason for a 
request for certification as to one's dealing with blacklisted persons. Compliance 
with such a request must normally be recognized as strong evidence of an 
agreement to effectuate this purpose, that is, the continuance of the international 
boycott. In the circumstances of H-8, where the taxpayer appears to be aware 
of the boycott restrictions and the requirement to provide certification appears 
to be at the least 'an implied condition of its contract, the 'provision of certifica 
tion by itself should be considered boycott participation.

H-10, H-ll, and H-12—The answers to these questions would authorize a 
United States taxpayer to anticipate and accept a boycotting country's policy 
of refusing visas on religious grounds. The intent of the law, as explained in the 
Conference Report, is to exempt taxpayers from adverse 'tax consequences due 
to a boycotting country's unilateral denial of a visa, not to permit the taxpayer 
to accommodate, or act in any way in anticipation of, a country's policy of 
denying visas on racial or religious grounds.

H-13 and H~15—The Department's proposed answers to these questions are 
not only incorrect, they come perilously close to constituting advice to taxpayers 
on how to continue participating in the boycott without losing their tax benefits. 
In response to Question H-14, the Department correctly takes the position that a 
taxpayer, by entering into a contract which indicates a pattern of excluding 
blacklisted companies, agreees to participate in the boycott. However, in H-13 
and H-15, the Department suggests methods for avoiding that consequence— 
either by giving the boycotting country the right to approve subcontractors 
(H-13) or by giving the boycotting country the right to engage the subcontrac 
tors directly (H-15). Once again, the Department has elevated form over sub 
stance, in disregard of the intent of the Act. The purpose of all three agreements 
is the same—to effectuate the boycott. A taxpayer may not agree to refrain from 
using subcontractors on the blacklist, and it may not avoid that consequence by 
giving the right to select its subcontractors to the boycotting country.

A United States taxpayer, who agrees to permit a boycotting country to 
approve or name its subcontractors, must be held to have agreed to participate 
in the boycott unless it can show that the contractual provisions were included 
for reasons totally unrelated to the boycott.

H-16—The answer to this question is incomplete. Signing a contract that pro 
vides for the resolution of disputes in accordance with the boycotting country's 
laws might not by itself constitute participation in the boycott. However, if a tax 
payer ever abides by that provision with respect to disputes involving boycott 
restrictions, the taxpayer must be found to have agreed to participate in the 
boycott.
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H-n—In its answer to this question, the Department, at the least, gives tax 
payers the impression that they may freely provide information that they do 
not deal with a boycotted country or with boycotted companies without fear of 
losing tax benefits. In at least certain situations, the furnishing of that infor 
mation may by itself constitute an agreement to participate in the boycott. Our 
jurisprudence has long recognized that an agreement may be accomplished as 
easily with a "wink of the eye" as with a formal document. Certainly, a company 
that is aware of the requirements that it not do business with Israel or with 
blacklisted persons and provides assurance that it does not do business with them, 
must be held presumptively to have agreed to those requirements. Indeed, in the 
circumstances described in Question H-17, where the boycotting country enters 
into an agreement with a taxpayer after and on the basis of the taxpayer's 
assurances that it does not deal with Israel or blacklisted companies, those 
assurances are a pre-condition of and, in fact, an important term of the 
agreement.

At the very least, provision of such information upon request of a boycotting 
country must always be evidence of participation in the boycott. As we have 
pointed out previously, taxpayers cannot now be naive as to the purpose of infor 
mation requests from boycotting countries. There can be only one reason for a 
request for information as to one's dealing with Israel or with blacklisted per 
sons, and compliance with such a request must be recognized as evidence of an 
agreement to effectuate that purpose. We urge the Treasury to recognize that 
this information is needed for the operation of the boycott and to state clearly 
that provision of such information is not innocent, but highly suspect.

Indeed, the Commerce Department has now expressly recognized the fact. In 
a November 5, 1976 memorandum, the General Counsel of the Commerce Depart 
ment pointed out that:

"The Arab boycott of Israel depends for its operation on information. A firm 
which supplies information in response to a boycott request aids the boycott."

H-22—The Department's answer to this question is incorrect as a matter of 
law. A taxpayer may not isolate itself from the consequences of participation in 
the boycott simply by hiring third persons. Under the law, the action of Com 
pany C in participating in the boycott must be attributed to that company's 
principal, unless it can be shown that Company A had no knowledge whatsoever 
of Company C's action. This is so, of course, even if the principal does not 
specifically direct or require Company C to participate in the boycott.

H-23—See comment with respect to Question H-5.
H-24—The answer to this question is incorrect and inconsistent with the De 

partment's answer to Question H-20. As the Department pointed out in response 
to that question, Company A, even though it did not enter into a formal con 
tract with the boycotting country, has agreed as a condition of being in a position 
to do business with the boycotting country to refrain from dealing with black 
listed companies. Of course, Company A may or may not be able to demonstrate 
that other of its operations for which it receives tax benefits are clearly separate 
and identifiable and did not involve boycott participation or cooperation.

H-27—The answer to this question is misleading. The agreement described in 
that question may not result in the loss of tax benefits because Company C has 
chartered the vessel to carry goods just to Country X. However, if Company C 
had chartered the vessel for general use, and had'entered into the same agree 
ment, it would have participated in an international boycott. In any case, with 
out knowing the specific actions Company C has agreed not to engage in, it is 
impossible to determine whether it has agreed to participate in the boycott.

H-28—The facts set out in this question are far different from those in H-27. 
Here. Company A has chartered the vessel for general use in a geographical area 
and has agreed with Company C to exclude trade by that vessel with the boy 
cotted country. Absent evidence that the exclusion was totally unrelated to the 
boycott, this agreement must be considered an agreement to participate in the 
boycottt.

H-29—The Department's answer to this question is patently incorrect. Bank 
enforcement of boycott conditions in letters of credit is a large part of the founda 
tion upon which the boycott rests. Congress was well aware of that fact when 
it passed the Tax Reform Act.

United States banks that agree to honor boycott conditions in letters of credit 
participate in and cooperate with the boycott. That conclusion is compelled both 
by the specific terms of the Act and by its legislative history. By agreeing to
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refuse payment to companies which deal with Israel or blacklisted persons, a 
bank has agreed to refrain from doing business with companies for prohibited 
purposes. That conduct falls subject to the specific terms of Section 999(b) (3).

Moreover, Senator Kibicoff, the author of the legislation, made clear that 
it was Congress' intent that bank enforcement of boycott conditions in letters 
of credit should be covered by tbe Act. As he stated in the Conference Com 
mittee meeting, the Act

"... applied to both goods and services, and the services include banking 
because some of the greatest abuses are by a half a dozen American banking 
companies. So there is no question that some of the big banks who have really 
been the handmaidens in this boycott should be included." (Conf. Tr. at 1114).

Senator Ribicoff pointed out that the abuses of which he spoke were the. 
practices of banks in enforcing "letters of credit . . . containing boycott clauses." 
(Conf. Tr. at 201.) He further pointed with approval to the position taken by 
the Federal Reserve Board with respect to bank enforcement of such letters of 
credit. (Conf. Tr. at 214.) As we noted in our original submission, the Federal 
Reserve Board has specifically recognized that a United States bank's agree 
ment to enforce letters of credit with boycott restrictions constitutes partici 
pation in the boycott:

"While such discriminatory conditions originate and are imposed at the di 
rection of the foreign importer who arranges for the letter of credit, U.S. banks 
that agree to honor such conditions may lie vieived as giving effect to, and 
thereby becoming participants in, the boycott." (Federal Reserve Board Bul 
letin, Dec. 12,1975) (italics added).

We understand that Treasury's treatment of this issue has caused substantial 
distress in the banking community where some banking institutions desire the 
protection of U.S. law against pressure to be part of an international boycott.

/. Refraining from Doing Business with or in a Boycotted Country (Section 
999(b)(3)(A)(i)).

1-5—The answer to this question is incomplete. Taxpayers should be noti 
fied that they may not agree that the goods will not ultimately bs sent to Coun 
try Y after they have entered "the channel of Commerce." (Conf. Tr. at 1118, 
remarks of Senator Long.)

J. Refraining from Doing Business icith Any United States Person Engaged -in 
Trade in a Boycotted Country (Section 999(b) (3) (A) (ii)).

J-2—The Department's answer to this question—that taxpayers may agree 
to refrain from dealing with certain blacklisted companies without losing their 
tax benefits—is directly contrary to the stated intent of the Act. No one, not 
even the Arab states, appears to know the precise reasons why United States 
companies are placed on the blacklist. It is thought that the major reasons are 
those detailed in the statute—that is, because a company deals with Israel (or 
refuses to refrain from dealing with Israel) or because a company's ownership 
or management includes persons of a particular nationality, race or religion 
objectionable to the Arab states. But the clear intent of the Act was to penalize 
taxpayers for agreeing to refrain from dealing with any blacklisted company, 
regardless of the reason that company was blacklisted. Nowhere in the statute 
or its legislative history is there the slightest indication that Congress intended 
to continue tax incentives for a company which agreed to refrain from dealing 
with a blacklisted person because that person might have been placed on the 
blacklist for some unknown reason. Quite the contrary, the legislative history 
makes it quite clear that a taxpayer may not without losing its tax benefits, 
agree to refrain from dealing with any person blacklisted by the boycotting 
nation. As the Conference Committee Report states:

"Taxpayers] may not agree to refrain from importing or exporting to or 
from a particular country products which are, or which contain components 
which are, made by a company on a boycott list." (Conf. Report at 467.)

The Department's position that a company may agree to refrain from dealing 
with certain blacklisted companies amounts to the purest type of sophistry. It 
is a position beneath the dignity of this Government.

J-4—The answer to this question is wrong on two counts. First, by agreeing 
not to do business with any blacklisted company, the taxpayer would be agree 
ing to refrain from doing business not only with companies then on the black 
list, but with companies that might be added later, including United States 
companies.
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Second, and more fundamentally, the Act does not penalize just refusals to 
deal with blacklisted Americans. Section 999(b) (3) (A) (iii) describes another 
reason why persons are blacklisted. By its terms, that section is not limited to 
refusals to deal with United States persons.

J-5—The answer to this question should be clarified. The answer is correct 
only if the bank restricts its agreement just to recommendations to Country X. 
If the bank were to agree not to recommend shares for investments to other 
customers, it would participate in the boycott.

J-6—Again, this answer must be clarified. A bank may agree not to act for 
X's account only.

J-7—We have already noted our objection to the Department's advice to tax 
payers that they may expressly agree that a country's boycott restrictions will 
apply to their contracts. See generally answer to H-3. Certainly, however, 
when a taxpayer enters into such an agreement and then, as in the example 
given in J-7, imposes conditions on its suppliers that have the effect of imple 
menting the boycott, the taxpayer must be held to have participated in the 
boycott.

J-8—See answer to J-10.
J-9—A company may not agree to require buyers in the resale of a product 

to refrain from sending that product to the boycotted country. As pointed out 
earlier, Senator Long made clear during the Conference Committee that a tax 
payer may not agree that goods will not ultimately be shipped to the boycotted 
country after they have entered the "channel of Commerce" (Conf. Tr. at 1118).

J-10—Again, the Department appears to be suggesting a method by which 
companies may continue to comply with the boycott without forfeiting their 
tax benefits. Certainly, a purchaser may have a valid, nonboycott purpose !n 
learning the identity of the manufacturer of the products it buys. Just as 
certainly, however, a boycotting country may insist on learning the name of 
the manufacturing company not for valid business purposes, but to effectuate 
its boycott restrictions against blacklisted companies. If a taxpayer knows or 
has reason to know that the boycotting country imposes that condition in the 
contract, or makes 'use of the condition after the contract is signed, for 'boy 
cott purposes, the taxpayer's agreement to that condition constitutes participa 
tion in or cooperation with the boycott.

K. Refraining -from Doing Business with Any Company Whose Ownership or 
Management Is Made Up in Whole or in Part, of Individuals of a Particular 
Nationality, Race, or Religion (Section 999Cb) (3) (A) (Hi)).

K-l—The position adopted in response to this question—that an exporter may 
agree not to export goods bearing a religious mark—is logically absurd and 
morally disgraceful. It evidences a purpose by this Department to countenance 
boycott compliance no matter what the moral implications.

The Department's stated logic—that the Act "concerns refraining from do 
ing business on the basis of religion . . . [not] religious marks"—is absurd. 
That same logic would countenance any religious discrimination so long as 
code names or symbols were used.

We cannot help but add that the answer to this question appears to evidence 
this particular Department's reluctance to comply with the attempts by this 
Nation to protect United States companies from the effect of the Arab boycott. 
Unlike the Treasury Department, the Commerce Department has clearly rec 
ognized that "A boycott-related request that a particular religious symbol not 
appear on goods or packages being exported will be deemed to have the effect 
of discriminating against U.S. citizens or firms on the basis of religion." 
(Export Administration Bulletin. No. 161, at 9.)

M. As a Condition of the Sale of a Product, Refraining from Shipping or 
Insuring That Product on a Carrier Owned, Leased, or Operated by a Person 
Who Does Not Participate in or Cooperate with an International Boycott (Section 
999(b) (3) (B)).

M-4—The Department's proposed answer to this question is incorrect. An 
agreement >by a freight forwarding company to refrain from shipping or insuring 
goods on a carrier owned, leased or operated by a person not participating in 
a boycott would constitute participation in or cooperation with the boycott 
under both Section 999(b) (3) (A) and Section 999(b) (3) (B) of the Code.

Section 999(b) (3) (B) does not require that the taxpayer agreeing to comply 
with the boycott itself be the seller of the goods. There is no indication in the 
Act or its legislative history that Congress intended that tax incentives should
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continue for freight forwarders or other middlemen who arrange to effectuate 
the boycott, simply because they are not themselves the seller of the goods. 
The Department's proposed answer is correct in pointing out that a freight 
forwarder would lose tax benefits under Section 999(b) (3) (A) (ii) for agreeing 
to refrain from using United States ships. In addition, however, an agreement 
to refrain from using non-United States blacklisted ships might also fall under 
Section 999(b) (3) (A)(iii).

M-6—The answer to this question is incorrect. If a taxpayer knows or has 
reason to know that a boycotting company refuses to register blacklisted 
vessels, the taxpayer's agreement to use only vessels registered in that country 
constitutes an agreement to participate in the boycott. A taxpayer may not 
agree to refrain from using blacklisted vessels, and it may not avoid that 
consequence by giving the right to select vessels to the boycotting country.

M-8—The answer to this question is correct only if the taxpayer was unaware 
of the boycotting country's requirement not to use blacklisted vessels, and did 
not ship the goods on a blacklisted vessel in order to comply with that require 
ment. See generally, answer to H-5.



APPENDIX 8

STATEMENT OF PROFESSOR IRWIN COTLER, CHAIRMAN, COM 
MISSION ON ECONOMIC COERCION AND DISCRIMINATION

My name is Irwin Cotler. I am presently a member of 

the Faculty of Law at McGill University, specializing in the 

areas of constitutional law and civil liberties, and serve 

on the Board of Directors of several national human rights 

groups. I am Chairman of the Commission on Economic Coercion 

and Discrimination, a citizens' commission of inquiry into 

the Arab boycott in Canada, and Director of the Centre for 

Law and Public Policy, an independent, non-profit public 

interest law group of volunteer lawyers and law students 

which has served as the investigative arm of the Commission.

The Commission itself is comprised of a group of 

distinguished Canadians as follows: Professor Leo Barry of 

Memorial University, formerly Minister of Mines and Energy 

in Newfoundland; Professor Yves Caron, law reform specialist 

at McGill University; Professor Harry Crowe, former Dean of 

Atkinson College at York University; Maitre Yves Fortier, 

President of the Quebec Section of the Canadian Bar Association; 

the Honourable Herb Gray, Liberal Member of Parliament for 

Windsor West; the Honourable Emmett Hall, former Justice of

(337)
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the Supreme Court of Canada; the Honourable Judy LaMarsh, 

former Secretary of State and now Chairperson of the Commission 

on Violence in the Media; and Mr. David Lewis, former Federal 

Leader of the New Democratic Party.

I appreciate the opportunity to make this statement 

to your House subcommittee, and to summarize for you the 

nature, extent, and impact of the Arab boycott in Canada. 

It appears to me that the Canadian experience - as set forth 

in the Commission's Report made available to your subcommittee - 

only serves to buttress and confirm much of the observations 

and testimony made in the House before this subcommittee in 

the 94th Congress and in the Report issued by the Committee 

itself. Indeed, our own work has benefited both conceptually 

and otherwise from the proceedings of Hearings conducted, and 

Reports published by both House and Senate Committees and 

Subcommittees.

On January 13, 1977 our citizens' Commission released 

its Report of Findings and Recommendations on the Arab Boycott 

in Canada. The Report found "a pattern of compliance and 

complicity with the Arab boycott in both the public and pri 

vate sectors." In particular, the investigation undertaken by 

the Centre for Law and Public Policy revealed the presence of 

eight types of boycott related demands in all the forms of 

documentation giving effect to the Arab boycott in Canada, 

including incidences of religious discrimination. What I
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propose to do, for reasons of brevity, is to summarize the 

essence of the Report, though I am prepared to elaborate upon 

any matter referred to in this statement or our Commission's 

Report itself, in oral testimony before the subcommittee or 

otherwise.

It might be useful, however, in discussing the nature 

and effect of the Arab boycott in Canada to organize the 

presentation around a series of questions: First, how and 

why did it (the Boycott, Commission inquiry et al) begin? 

Second, what do we mean when we speak of the Arab boycott 

in Canada? Third, what have been some of the principal 

findings of the Commission? Fourth, and this does not appear 

in the Report itself, what are some of the implications of 

the Arab boycott in Canada? Fifth, what is the essence of 

Canadian government policy as set forth in the first govern 

ment policy statement ever made on this question (Statement 

of October 21, 1976) and what validity is there to a common 

approach to anti-boycott legislation?
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I. THE ARAB BOYCOTT IN CANADA: HOW IT ALL BEGAN

For some thirty years the Arab boycott of Israel, 

while admittedly of nuisance value, was not deemed to be of 

material consequence or concern to Canada or the Canadian 

people. The blacklist of Canadian firms was as ineffectual 

as it was inconsistent; while Canadian trade with the Middle 

East was negligible, if not irrelevant, to Canadian economic 

policy. Indeed, there was some question as to whether there 

was any Canadian foreign policy regarding the Middle East at 

all, while the Middle East had yet to discover Canada.

Why, then, this emergent concern with the Arab boycott? 

Why did it suddenly become a subject of protracted Cabinet 

discussion and the object of the first public policy ever 

declared on the Arab boycott (October 21st, 1976)7- Is it 

simply a question of the exigencies of domestic policies or 

are there implications for Canada, Canadian sovereignty and 

citizenship, civil liberties, and the economy? What inferences 

and lessons may be drawn from our inquiry of relevance to 

United States efforts? Why, and how, did the whole thing 

begin?

Two factors combined to give the Arab boycott its 

implied leverage in Canada, factors not unlike the American 

experience. The first involved the quintupling of oil prices
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generating a revolutionary transfer of power and wealth to 

the Arab countries and creating a petrodollar surplus avail 

able for both investment and trade. The second factor, some 

what less well known but no less significant, was the dramatic, 

though almost imperceptible, movement of Canada from being a 

net exporter of oil to becoming a net importer of oil intent 

on recycling the petrodollars and gaining access to Middle 

East markets. The asymmetry between a capital-hungry and 

petro-dependent Canada and an oil rich and capital surplus 

Middle East was now established. It was not long before the 

Arab boycott began to take effect.

Canadians first became aware of the growing imposition 

of the Arab boycott in Canada when the Honourable Herb Gray, 

M.P., learned that a federal Crown Corporation, the Export 

Development Corporation, had been insuring export transactions 

containing boycott clauses. Shortly thereafter, the Prime 

Minister, on May 8th, 1975, commenting on the application of 

the Arab boycott in Canada, remarked that "The boycott is alien 

to everything the government stands for and indeed to what 

Canadian ethics stand for," and it appeared that the government 

was about to undertake the necessary steps to combat it.

However, although parliamentarians, civil libertarians 

and the Centre for Law and Public Policy made further dis 

closures in the ensuing year and called upon the government 

to take appropriate action, no response was forthcoming.
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A number of groups concerned about the application of 

the boycott and aware of the work that had been done on this 

question by the Centre for Law and Public Policy approached 

it to undertake an inquiry. Accordingly, after discussion 

to this effect - principally between Professor Harry Crowe 

of York University, the Honourable Herb Gray, M.P. and 

myself, it was decided that an independent commission of 

inquiry - a "citizens' commission" - would be the best 

approach in this regard, with the Centre acting as the 

resource arm of the Commission.

Ironically enough, as this Commission was about to 

be formed, the Toronto Globe and Mail of August 6th headlined 

excerpts of a secret Memorandum to Cabinet on the Arab boycott. 

The Memorandum alleged, inter alia, that "the effect of the 

Arab boycott in Canada has been exaggerated" and that "there 

does not appear to be any incidence of religious discrimination 

in the boycott."

Shortly thereafter the media revealed samples of the 

boycott - some of which had been unearthed by the Centre - 

suggesting that its existence may be more widespread than 

the Memorandum had indicated. The most serious example 

referred to the practice of the Canadian High Commission in 

London authenticating certificates of religious origin of 

Canadian non-Jews permitting them to travel and work in
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Saudi Arabia, thus making Canada a party to a discrimina 

tory practice and creating invidious distinctions between 

Canadian citizens of different religious origin. Happily, 

after disclosure by the Centre of this practice and its 

uniform condemnation by the Canadian public, the practice 

itself was discontinued.

In the next few weeks the composition of the Commission 

was finalized. On September 29th a formal announcement was 

made. The terms of reference were described as follows:

1. To inquire into the nature, scope and effect 
of the Arab boycott in Canada with a view to 
determining the manner in which this boycott 
restricts free commerce between Canada and a 
friendly country or between Canadian citizens 
within Canada, and to assess the extent to 
which the boycott creates a discriminatory 
impact on Canadian citizens.

The Commissioners were mindful, as stated 
above, of the excerpts of the Memorandum to 
Cabinet published in the Globe and Mail and 
of the assumptions therein that the Arab boy 
cott is of little or no consequence to Canada. 
The inquiry was designed to test the validity 
of these assumptions.

2. To inquire into Canadian law and policy to
determine the remedial steps of both a legisla 
tive and administrative character that may be 
required to combat foreign imposed economic 
coercion and discrimination against Canada. 
Accordingly, the Commission duly noted and 
indeed was encouraged by the first government 
declaration of public policy against the boy 
cott announced by External Affairs Minister 
Donald Jamieson on October 21st, 1976. (A 
discussion of this policy is set forth below 
in part V of this statement.)
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3. To recommend measures that are consistent with 
the independence and integrity of Canadian 
public policy, that accord with the Canadian 
national interest and basic values and ideals 
of this country, and that are protective of 
the basic civil liberties of Canadian citizens.

The Commission was not opposed to, and indeed 
wished to encourage, increased Canada-Middle 
East trade; and our position was indistinguish 
able from the position we would take (and that 
some of our Commissioners had elsewhere taken) 
against any foreign boycott that threatened to 
usurp Canadian sovereignty and undermine the 
integrity and independence of our public policy.

The Commission associated in its work with the Centre 

for Law and Public Policy which was assisted by volunteer 

groups of lawyers, academics, students and business leaders. 

These volunteer groups engaged in fact-finding, legal research, 

and policy analysis and the results were forwarded by the 

Centre to the Commission and appeared as Findings in the 

Commission's Report, released publicly on January 13th, 1977. 

So much for "how it all began".

II. WHAT DO WE MEAN WHEN WE SPEAK OF THE "ARAB BOYCOTT"

Many of the misunderstandings and misinformation 

regarding the Arab boycott result from the confusion about 

the different manifestations of the Arab boycott; indeed, 

in some instances the confusion is traceable to the fact 

that one may not realize that there are different kinds of



345

boycott. Accordingly, any analysis of the Arab boycott 

must begin by distinguishing between the different kinds of 

boycott as follows:

1. There is the direct Arab boycott of Israel,
otherwise known as the primary boycott. Here 
the Arab League states refuse to deal with 
Israel or any Israeli company or national. 
This, it is submitted, should not be the 
subject of our concern. If the Arabs want to 
boycott Israel as part of their economic war 
fare against Israel, that is their business. 
It may be regarded by some as of dubious 
validity in international law but it is not 
an uncommon practice in the international 
arena. The United States boycotts Cuba and 
North Vietnam. India boycotts Pakistan, etc. 
The Arabs have no less a right than anyone 
else to engage in direct boycotts of this kind.

Our concern is with the strictly Canadian dimension of the 

boycott. There are, in this regard, four other kinds of 

boycott that are of consequence to us as Canadians, and which 

have, I understand, their counterparts in the United States.

2. Canadian firms, as a condition of doing busi 
ness with an Arab League government, company, 
or national must agree to refrain from doing 
business with Israel or any Israeli company or 
national, otherwise known as the secondary 
boycott. This, in effect, compels a Canadian 
boycott of a country with whom Canada has 
friendly relations and against whom Canada 
has not itself authorized a boycott.

3. Canadian firms, as a condition of doing busi 
ness with any Arab League government, company, 
or national must agree to refrain from doing 
business with any other Canadian firms that do 
business with Israel, otherwise known as the 
tertiary boycott. This compels a restrictive 
trade practice with Canada and between Canadian 
firms.
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4. Canadian firms, as a condition of doing 
business with an Arab League government, 
company or national must supply informa 
tion as to the religious affiliation of 
the ownership and management of the firm, 
or not do business with another Canadian 
firm that may have been blacklisted for 
these reasons. It should be noted that 
such discriminatory conditions may also be 
attached to direct investment and loan finan 
cing in Canada by Arab League states.

5. Canadian firms, as a condition of doing
business, must agree to ship their products 
only on carriers which are not on the Arab 
boycott list, while banks agree to honour 
letters of credit requiring evidence that 
boycott restrictions have been met.

In effect, the Arab boycott in Canada is a misnomer. 

What we are witnessing, as the Findings below substantiate 

in detail - is the attempt to compel Canadians to become 

a party to a foreign boycott against a friendly country, 

and become a party to a boycott against their fellow 

Canadians. Canadians, in each of the types of boycott 

clauses above, are being asked to administer, implement 

and enforce a foreign boycott in Canada; and the "Canadian 

connection" is widespread.
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III. THE COMMISSION REPORT: SUMMARY OF FINDINGS

General Finding

Our inquiry suggests a pattern of compliance and 

complicity with the Arab boycott in both the public and 

private sectors. More particularly the investigation under 

taken by the Centre for Law and Public Policy revealed the 

presence of boycott-related demands in all forms of documen 

tation giving effect to the Arab boycott in Canada, e.g. 

sales transactions, tender offers, and questionnaires. Such 

documentation has also been found to include every type of 

boycott clause as follows:

- negative certificate of origin

- shipping clause

- non-trade with Israel clause

- "omnibus" clause

- blacklist clause

- insurance clause

- religious-ethnic clause

- "political conviction" clause

Finding II

The major chartered banks in this country regularly 

process letters of credit containing boycott clauses as a

87-231 O - 11 - 23
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matter of "ordinary commercial practice". More particularly, 

the investigation revealed that as a condition of making pay 

ment, the Bank of Montreal, the Royal Bank of Canada, the 

Toronto-Dominion Bank, the Bank of Nova Scotia and the 

Canadian Imperial Bank of Commerce - the largest chartered 

banks in the country - require proof of compliance by Canadian 

exporters with the boycott clauses specified in the letter of 

credit. These boycott clauses include not only "secondary" 

but also "tertiary" boycott provisions as well as a clause 

tantamount to involving religious discrimination. (See 

Section II of the Report for further elaboration.)

It should be noted that one of the five "majors" - 

the Canadian Imperial Bank of Commerce - was not included 

in the Report as processing letters of credit with boycott 

related provisions. The reason was, while we were reasonably 

sure that the Canadian Imperial Bank of Commerce was so 

involved, we could not prove it at the time. Since the 

issuance of the Report, we are able to substantiate this 

inclusion. Also, and perhaps more important, we have obtained 

actual copies of letters of credit containing the boycott 

provisions referred to in the Report.

Finding III

A number of incidences of boycott demands have 

involved religious discrimination. In fact, our investigation
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has found the presence of such discriminatory clauses in 

all the categories of boycott-related documentation, e.g. 

sales documents, trade opportunities and tender offers and 

questionnaires. Such religious discrimination has included:

(a) requests to provincial governments to drop 
Jewish underwriters in loan financing of 
provincial agencies and projects;

(b) request to a Canadian Crown corporation to
supply information as to the religious affili 
ation of its Board of Directors;

(c) request to a Canadian firm to declare that 
the firm is "not controlled by Jews";

the whole as appears more fully in Section III of the Report 

itself and in the Appendices.

Since the issuance of our Report several other 

instances of this character have come to our attention.

(a) A branch of a Canadian service organization, 
the Canadian Institute for the Blind, was 
asked to furnish information that there were 
no Jews on its Board of Directors before a 
Kuwaiti agency would avail itself of the 
services of the Canadian organization.

(b) A Canadian company specializing in urban 
planning and negotiating a contract for 
manpower training with Kuwait had the offer 
rescinded when it was discovered that one 
of the Canadian principals was Jewish. An 
affidavit to this effect will be forthcoming 
shortly.

Finding IV

A majority of Canadian export transactions to the 

Arab League countries appear to involve boycott compliance,
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and much of the dollar value of all export transactions 

involves boycott-related provisions. This appears to confirm 

the findings of the Moss Subcommittee Report which disclosed 

that 94% of United States exporters to the Middle East are 

complying with the boycott and has recommended legislation 

prohibiting compliance. (See Section IV of the Report for 

further elaboration.)

Finding V

Our investigation - through informants, letters and 

interviews - has been able to document the receipt of requests 

for compliance and actual compliance by major Canadian cor 

porations. The documentation substantiating the requests 

and compliance can be found in Section V of the Commission's 

Report, while copies of the boycott clauses are annexed as 

appendices to the Report. (See pages 37-50) The character 

of this corporate compliance should be noted: for it involves 

compliance in the major sectors of the Canadian economy - 

aviation, communications, automotive, construction, steel, 

heavy equipment and the like.

Moreover, since the issuance of the Report we have 

been able to document incidences of corporate compliance 

further buttressing and confirming our basic finding of "a 

pattern of compliance and complicity with the Arab boycott
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in both the public and private sector."

Finding VI

Tender offers received by the major consulting 

engineering and architectural firms in Canada generally 

require boycott compliance for the submission of bids. 

This is becoming a prime target for boycott request and 

compliance.

Finding VII

Canadian export transactions to the Middle East 

generally contain requests for boycott compliance by shipping 

companies, and letters of credit processed by Canadian banks 

invariably contain this requirement.

Finding VIII

Boards of Trade in major Canadian cities have certified 

documents containing boycott clauses.

Finding IX

A Federal Crown agency, the Export Development Corpora 

tion, has acquiesced in, and facilitated, the application of 

the Arab boycott in Canada. (See Section VIII for further 

elaboration)
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Finding X

The Canadian government has circulated information 

regarding trade opportunities in the Middle East containing 

boycott-related provisions.

Finding XI

Canadian facilities have been used to provide 

information and offer advice regarding compliance with the 

Arab boycott.

Finding XII

Implementation of the Canada-Saudi Arabia Memorandum 

of Understanding may result in, however inadvertently, 

acquiescence by the Canadian government in boycott-related 

transactions, including practices of a discriminatory nature, 

against Canadian citizens.

Finding XIII

Non-Arab League countries - particularly "Third World" 

states - are becoming increasingly involved in the application 

of the Arab boycott. Boycott-related provisions may not only 

be found in Canadian export transactions to the Middle East 

but may be conveyed in sales transactions to European and 

Third World countries as well. (See Section V, page 48)
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Finding XIV

The Blacklist of Canadian firms appears to be 

predicated as much upon religious discrimination as upon 

any other ground. (See Section III)

Finding XV

The Arab boycott is beginning to have a "chilling" 

effect on Canadian firms that do business - or are 

contemplating doing business - with Israel, or even doing 

business with other Canadian firms doing or contemplating 

doing business with Israel.

Finding XVI

There does not as yet exist in Canada any legislation 

or statutory instruments requiring reports of requests 

received for compliance, and actual compliance with the 

boycott. Accordingly, any inquiry into the Arab boycott 

in Canada is like to be "stonewalled". Secrecy in both the 

public and private sector appears to be both policy and 

practice. (See Section XIV)
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IV. WHAT ARE THE IMPLICATIONS FOR CANADA AND THE 

CANADIAN PEOPLE?

The Arab boycott raises important questions of a 

political, moral, economic and juridical character, with 

implications for Canadian sovereignty, trade practices, 

foreign policy, civil liberties and the like. For reasons 

of brevity, these implications will be outlined. It should 

be noted that the concerns raised by the Arab boycott would 

appear to have implications for innocent third parties 

anywhere, be it Canada, the United States or Europe.

1. The Arab boycott, in its essence, represents 
the compulsory and extra-territorial applica 
tion of foreign law to Canada purporting to 
dictate not only the terms of trade betweeri 
Canada and a friendly country, but between 
Canadian firms within Canada. It has the 
effect of usurping Canadian sovereignty, in 
its substitution of foreign law and practice 
for our own.

2. As a corollary, the boycott represents an
unwarranted intrusion in our domestic affairs, 
undermining the independence and integrity of 
our domestic and foreign policy. Indeed, it 
not only undermines our policy; it is inimical 
to it, and has properly been characterized by 
Canadian Government policy as "repugnant and 
unacceptable".

3. The boycott amounts to a classic imposition 
of a restrictive trade practice, both with 
respect to Canada's international trade as 
well as regarding domestic commerce.
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4. The boycott creates a discriminatory impact 
upon Canadian citizens, undermining the 
quality of Canadian citizenship, and creating 
an invidious distinction between Canadian 
citizens of different religious origin. If 
Canadian firms, as a condition of trade, must 
disclose the religious origins of the owner 
ship or management of the firm; or foreign 
investment in Canada from Arab League States 
is made conditional upon the absence of 
"Zionist sympathies"; or Arab loan financing 
of provincial governments' bond issues requires 
exclusion of Jewish underwriters; or Canadian 
taxpayers of Jewish origin can be excluded 
from economic benefits of Canadian-Saudi 
Arabian joint ventures; or the Canadian 
Government, through its agencies, provides - 
however inadvertently - insurance financing 
for transactions which may authorize the 
exclusion of Jewish personnel, then the fac 
tors of equality before the law and equal 
protection of the laws become empty slogans.

5. . The boycott requires Canada to violate its own
principle of non-discrimination in international 
trade, and to undermine international agree 
ments - such as GATT - to which it is a 
signatory. Indeed, in accession to some of 
the agreements Canada has not only undertaken 
not to violate them, but has even recorded its 
opposition to the Arab boycott pursuant to 
these undertakings.

6. The boycott not only requires Canada to become 
a party to a foreign imposed boycott against a 
friendly nation, but it seeks to engage Canada 
as an agent or enforcer of Arab economic war 
fare against Israel. It demands of Canada to 
forego its policy of "balance and objectivity" 
in the Arab-Israeli dispute, and to put our 
resources at the disposal of one of the belli 
gerents to the conflict. It is sometimes said 
that opposition to the boycott means we are pro- 
Israel or anti-Arab; but this misses the point, 
which is exactly the reverse. Compliance with 
the boycott is taking sides against Israel, and
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in opposition to our stated foreign policy. 
Non-compliance is the refusal to take sides - 
and to maintain, in this sense - an "even- 
handed" approach. The issue is not one of 
pro-Israel or pro-Arab but pro-fairness, and 
what is in the interests of Canada and the 
Canadian people.

7. The Arab boycott has a corrupting effect on
business ethics and practices; for the boycott 
is a classic case of "economic coercion" and 
in effect amounts to a form of corporate 
bribery. "Coercion" in this context amounts 
to a promise of more profit, or that of less 
profit, depending on whether or not the firm 
complies with a foreign imposed boycott . 
requirement. Indeed, a recent study by 
Business International disclosed actual 
instances of economic coercion as corporate 
bribery per se, in its classic form. The 
organization found that payments were being 
made by companies to have their names removed 
from the Arab blacklist. In a time of concern 
with corporate corruption and accountability, 
and where support is being sought for an 
international agreement to cope with business 
corruption, such acquiescence to "economic 
coercion" runs counter both to the Canadian 
national interest and to the interests of 
fairness in business practices.

8. Compliance with the Arab boycott will be
harmful to the Canadian economy; for compliance, 
as a condition of trade, will contract the 
available market for Canadians, impede freedom 
of commerce, and invite monopolistic practices 
and prices. It will result in the anomalous, 
if not absurd situation, where Canadian 
companies complying with the boycott stand to 
enjoy a competitive advantage over companies 
refusing to comply - at the same time that 
government policy characterizes the boycott as 
"repugnant and unacceptable".
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9. The Arab boycott invites - indeed impels 
Canadians to contravene government policy 
and to act in a manner inimical to the 
received values, traditions and ideals of 
this country. It will divide Canadians 
against each other, while creating two 
kinds of corporate citizens in Canada: those 
that flout government policy and are rewarded 
for it; and those that respect government 
policy and are penalized for it.

10. The Arab boycott will encourage a state of
belligerency between the parties, and impede 
the prospects for peace. It will, in fact, 
provide a regard for belligerency and an 
incentive for its continuance. Unfortunately, 
the implications may not be confined to the 
Arab boycott or even the Middle East conflict; 
rather they may undermine the credibility of 
Canadian commitments and impugn the integrity - 
and effectiveness - of our policy.

V. H.R. 1561 AND THE PROBLEM OF EXTRA-TERRITORIALITY

Both H.R. 1561 and its Senate counterparts S.69 and 

S.92, define the term "United States person" to include 

"any foreign subsidiary or affiliate of any domestic concern 

which is controlled in fact by such domestic concern, as 

determined under regulations of the President." The provision, 

as it now stands, will have the effect of extra-territorial 

application to American subsidiaries in whatever jurisdiction 

they may operate, including Canada.

As the members of this sub-committee may appreciate, 

there is a good deal of concern in Canada about the problem 

of foreign ownership of the Canadian economy - with its 

attendant cultural and political consequences - and a
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particular concern about the extra-territorial application 

of American law. This concern has manifested itself on 

several occasions - most notably in the Canadian opposition 

to U.S. attempts to compel its subsidiaries in Canada not 

to trade with Cuba. Indeed, both Prime Minister Trudeau 

and External Affairs Minister Jamieson have raised recently 

the question of extra-territoriality with respect to the 

potential application of U.S. anti-boycott law to its 

subsidiaries in Canada.

It is understandable, of course, that the U.S. 

should be concerned that its anti-boycott law could be under 

mined by diversion of trade through its various subsidiaries, 

in Canada or elsewhere; and that the efficacy of anti- 

boycott measures could be defeated by U.S. companies - 

particularly the large multi-nationals - finding ways and 

means of avoiding or evading U.S. law through the operations 

of its subsidiaries. And it is ironic that Canada may yet 

find itself in a position of having to oppose U.S. anti- 

boycott law notwithstanding the fact that the objectives 

of the legislation conform with the objectives of Canadian 

public policy on this question, and that the principles 

which underlie the U.S. legislation are shared by the Canadian 

government and Canadian public opinion.

Nevertheless - and I venture this opinion as a private 

person and not in any representative capacity for the 

Canadian government or otherwise - this sub-committee may 

discover that the principle of extra-territoriality in
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your anti-boycott legislation may find opposition in..Canada 

even?-amongst those who most strongly share-the need for - 

and the-imperatives of - anti-boycott legislation. For 

those who objected to the Arab boycott in Canada because 

it represented the extra-territorial application of 

foreign law to Canada may now take a similar position 

regarding U.S. anti-boycott law. In fact, there are, 

amongst the members of our own Commission of inquiry into 

the Arab boycott, some of the more prominent exponents 

of Canadian nationalism and opposition to the extra 

territoriality of American legislation.

This is not to suggest that we cannot distinguish 

between the different intentions and effects that underlie 

the extra-territorial application of the Arab boycott to 

Canada and that of U.S. law intended to combat it. For one, 

Arab boycott law is intended to compel Canadian corporations - 

as distinct from Arabian subsidiaries in Canada - not only 

not to trade with Israel - but to become parties to a foreign 

imposed boycott - in all its aspects - as a condition of 

trade with Arab states. As such it is imposing a restrictive 

trade practice, and not only between Canada and a friendly 

state, but within Canada itself; as well it imposes a 

discriminatory impact on Canadian citizens of different 

religious origin or political conviction; secondly, the
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Arab boycott is being imposed in contravention of Canadian 

public policy, which has called it "repugnant and unacceptable".

Clearly the extra-territorial dimension of U.S. anti- 

boycott law is designed for the exact opposite purpose, 

i.e., to prevent compliance with the Arab boycott, to protect 

the sovereignty and citizenship of its citizens, and to 

affirm freedom of trade;-and the concern and indignation 

which inspire it have found parallel expression in Canada. 

But that is precisely the point. It must be left for 

Canadians to legislate against it; otherwise, the issue may 

become one of opposition to the application of extra 

territorial U.S. anti-boycott law to Canada rather than 

opposition to the Arab boycott itself.

I would hope, therefore, that ways and means can be 

found to obviate this felt concern; and that Canada and the 

U.S. can develop a common protective shield against a 

common danger threatening the sovereignty and citizenship 

of each, rather than become entrapped in problems of 

sovereignty between ourselves.
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VI. CANADIAN GOVERNMENT POLICY AND THE ARAB BOYCOTT: 
THE POLICY STATEMENT OF OCTOBER 21, 1976.

On October 21, 1976 the Canadian Government announced 

its first policy ever with regard to the Arab boycott. 

According to the statement made by External Affairs Minister 

Jamieson in the House of Commons, the government "will take 

measures to deny its support or facilities for various kinds 

of trade transactions ... the types of transactions against 

which the government will take action are those which would, 

in connection with the provisions of any boycott, require a 

Canadian firm to: engage in discrimination based on the race, 

national or ethnic origin or religion of any Canadian or 

other individual; refuse to purchase from or sell to any other 

Canadian firm; refuse to sell Canadian goods to any country; 

or refrain from purchases from any country."

The "measures" were two-fold: first, the government 

"will deny its support or facilities...in the case of any 

transaction involving boycott undertaking of the type described 

above"; and second, "all Canadian firms, whether they accept 

boycott clauses or not, will be required to report all instances 

of their complying with boycott provisions. Information 

obtained from such reports will be made available to the public."
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Our Commission was, as we put it, "heartened and 

encouraged" by this policy declaration, which we regarded 

as an important first step. It gave expression in a declara 

tion of government policy to the government's judgement - 

which we shared - that the boycott was indeed repugnant and 

unacceptable; and that "denial of such support will be an 

effective deterrent to cooperation with discriminatory 

provisions of an international boycott."

The reality, however, as set forth in the Commission's 

Report is not encouraging. What emerges is a simple truth: 

that unless this policy is buttressed by legislation prohibiting 

compliance and by statutory instruments and administrative 

directives of a specific character, the government's own policy 

stands to be undermined. Indeed, even the implementation of 

this policy directive of October 21st itself - leaving aside 

the question of supporting legislation prohibiting compliance - 

appears for the most part to be stalemated. Indeed, the 

directives issued by the government on January 21st to 

implement the policy declaration, while important in them 

selves, may nonetheless limit or contract the over-all policy 

set forth in the declaration itself.

There remains a still harsher truth; Canadian companies 

complying with the boycott will enjoy a competitive advantage 

over companies which refuse to comply. We are in danger, then, 

of creating two kinds of corporate citizens in Canada - those
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that flout government policy and are rewarded for it and 

those that respect government policy and are penalized for 

it. The validity of anti-boycott legislation would be that 

it would place all companies in an equally competitive position 

and provide them with the means to resist boycott compliance. 

Canadian firms would be able to say that refusing to comply 

is not a matter of personal choice but an obligation imposed 

on them by Canadian law. In fact, a number of corporate 

officials - including representatives of firms herein 

identified as complying with the boycott - have advised us 

that they would welcome anti-boycott legislation.

Indeed, what is so necessary now is not only legislation 

within Canada that would put all Canadian firms on an equally 

competitive basis, and enjoying equal protection of the laws; 

but a common front between countries that would put all 

countries - and firms within them - on the same competitive 

basis, and enjoying a similar protective shield. In other 

words, it is important that Canadian firms who refuse to 

comply with the boycott not only be protected from competitive 

disadvantage as against other Canadian firms, but from being 

disadvantaged as against firms in other countries.

Foreign governments, companies, and nationals must be 

put on notice that they can only deal with third parties on

87-231 O - 77 - 24



. 364

an open, honest and mutually respectful basis. We would be 

turning our backs on our own received values and ideals - 

and would in effect be somewhat dishonest in our dealing 

with the Arabs if not disrespectful to them - if we permitted 

them to dictate to us the terms of our international or 

domestic commerce; and foreign governments, Arabs or other 

wise, are being contemptuous of us if they require that we 

abandon our principles and policies in order to do business 

with them.

There are, admittedly, powerful voices both within 

and without the government, perhaps in your country as well 

as mine, that say: "Yes, we are committed to free trade and 

freedom from religious discrimination but we don't want to 

lose any petrodollar business." Such a statement, as the 

testimony in hearings before the Moss Subcommittee pointed 

out, is unacceptable. First, the notion that non-compliance 

will result in loss of trade is itself wholly speculative 

and at variance with the facts. Second, such statements 

invite us to abandon our principles, forsake our policies 

and indulge in unacceptable discriminatory practices against 

our own citizens. No one disputes the desirability of petro 

dollar trade; but if the price of that trade is violation of 

principle and policy that price is one that no nation should 

pay.
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Mr. Chairman, I have very much appreciated the 

opportunity to make this statement to your Subcommittee on 

a matter of common concern and interest. I trust that our 

experience in Canada may be of some use to you in your work, 

as yours has been to us. If nothing else, the Canadian 

experience has demonstrated that the Arab boycott is no longer 

if it ever was - simply an issue of the Arab Israeli conflict. 

It is, in its essence, an attempt to compel innocent third 

parties - in Canada, the United States or elsewhere - to 

become a party to a foreign imposed boycott against a friendly 

country, and to become a party to a foreign imposed boycott 

against their own fellow citizens, while creating an invidious 

distinction between citizens of different religious origin 

or political conviction. Acquiescence by innocent third 

parties to such "economic coercion" will have the effect of 

undermining sovereignty, restricting free trade, corrupting 

business practices, and abusing civil liberties.

May I conclude my remarks by referring to the closing 

words of our Report. I suspect that while their context is 

Canadian, they may have relevance for policy-making in the 

United States as well.
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"The issue at this point goes beyond the question 

of the protection of Canadian sovereignty, the 

affirmation of free trade and the protection of 

the civil liberties of our citizens - though this 

alone would be enough. The issue, in effect, goes 

beyond the question of the commitments and the 

integrity of our policies. At some point we must 

say - the sovereignty of this country is not for 

sale. In defining our policy on the Arab boycott 

we are really making a statement about ourselves 

as a people."



APPENDIX 9

STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS SUB 
MITTED TO THE HOUSE INTERNATIONAL RELATIONS COMMITTEE ON 
H.R. 1561, A BILL To AMEND AND EXTEND THE EXPORT ADMINIS 
TRATION ACT
The National Association of Manufacturers is a voluntary, non-profit organiza 

tion of over 13,000 companies, large and small, located in every state of the 
Union. As the representative of firms which account for nearly 85% of Ameri 
can manufactured goods and the employment of approximately 15 million 
persons, the NAM is concerned that a proper balance be struck which maintains 
adequate export control authority to meet national security and other emergency 
public policy needs, while assuring American industry equitable conditions 
in competing for sales in the world market. Accordingly, we support the exten 
sion of the Export Administration Act of 1969 to continue current export 
control authority. We believe that proposed changes to the Act concerning 
foreign boycotts are largely unnecessary and as currently drafted could prove 
counter-productive to negotiation of a longer-term diplomatic solution of the 
Middle East political conflict. Therefore, we oppose the provisions of Title 
II of H.R. 1561. If changes are to be made in the Act's foreign boycott section, 
we would urge modification on the basis of a statement of principles as outlined 
in this testimony.

EXPORT ADMINISTRATION ACT : BACKGROUND
The Export Administration Act of 1969 expired on September 30, 1976, although 

its principal programs have been continued since that time by Executive Order.
This statute authorized the President to curtail or prohibit exports from the 

United States of any articles, materials or supplies on national security grounds, 
for foreign policy reasons, or because of conditions of domestic short supply. 
Under the Act, as amended and extended by the Equal Export Opportunity Act 
of 1972 and the Export Administration Amendments of 1974, export controls 
have from time to time been instituted for all three of these reasons. Controls 
have been placed on militarily sensitive products and technology, goods traded 
with unfriendly countries, and to a limited extent on commodities in which 
there was a domestic shortage. H.R. 1561 would extend this basic control 
authority until September 30, 1978.

GENERAL COMMENTS
The NAM recognizes the necessity for controls instituted by the Government 

on clear national security grounds. Recognizing the dynamic character and 
magnitude of threats to U.S. security, these controls should be continually 
reassessed to assure their effectiveness, while -also seeking to minimize non- 
'essential controls that preclude normal market transactions. It is NAM'-s 
position that U.S. controls should be as consistent as possible, within essential 
national security considerations, with the international control standards estab 
lished by the Coordinating Committee (COCOM) of allied countries. Continuing 
efforts in this regard and improved processing procedures will help minimize 
any competitive disadvantage placed upon U.S. firms. There is a role for gov 
ernment-industry consultation in establishing technical specifications and stand 
ards respecting high technology transfers having security significance. Improved 
administrative procedures could also be helpful in avoiding excessive delays 
which can hamper or even cause the loss of a commercially competitive sale.

NAM is concerned with the potential for greater government utilization of 
export controls for foreign policy reasons, and urges that such action be avoided 
except where there are clearly overriding national policy considerations, or 
where the nation cooperates and negotiates with other governments to achieve 
common goals and standards of conduct.

(367)
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In the area of export controls on commodities in short domestic supply, we 
would urge the government to be cautious and circumspect in instituting such 
trade restraints. The existence of some authority in this area is proper to allow an 
effective response to unusual supply shortages which could seriously disrupt 
the national economy. However, international cooperation must play an im 
portant role, and in general the needs of foreign customers dependent on the 
U.S. for supplies should be given appropriate weight in any short supply actions 
the U.S. might consider.

While no easy formula can be specified in advance for the proper use of these 
controls, this country's increasing involvement in the world economy demands 
that both short-term and longer-run interests be weighed on a case-by-case 
basis where short supply conditions threaten market disruption. Only a well- 
administered program operating under appropriate statutory authority can 
safeguard U.S. producer and consumer interests in an interdependent global 
economy. Government consultation with producers and consumer groups in 
utilizing short supply controls should be encouraged, perhaps through an 
advisory board mechanism.

FOREIGN BOYCOTTS
We recognize that a major purpose of these hearings is to solicit testimony 

on the proposed amendments to the Export Administration Act concerning 
foreign boycotts. Therefore, the remainder of the statement will be devoted 
to this subject.

Since 1065 it has been the declared policy of the United States as contained 
in the Export Administration Act to oppose foreign boycotts against countries 
friendly to the U.S. Domestic exporters have been encouraged to refuse to take 
action which has the effect of furthering such boycotts and reports are made 
by companies to the Commerce Department when requests for boycott compliance 
are received. Implementing regulations also now require that these reports, 
including the response made to the boycott request, be made public. Furthermore, 
a specific prohibition exists regarding any boycott-related action which would 
discriminate against U.S. citizens on the basis of race, color, religion, sex or 
national origin.

The 94th Congress passed an amendment to the Tax Reform Act of 1976 which 
deprives U.S. taxpayers of certain tax privileges if they "agree to participate 
in or cooperate with" an international boycott. Additionally, six states have 
already enacted legislation to prohibit various boycott-related activities while 
similar action is under consideration in other states.

With this brief synopsis of current U.S. law and regulation regarding foreign 
boycotts, we can turn to the specific proposals advanced in H.R. 1561, whose 
provisions are summarized below.

SUMMARY OF BOYCOTT PROVISIONS : H.R. 1561
Prohibition.—H.R. 1561 would amend the Export Administration Act of 1969 

to prohibit certain actions by any U.S. person that comply with, further, or 
support a foreign boycott or restrictive trade practice against a country which 
is friendly to the United States and which is not the object of any U.S. embargo. 
Under rules and regulations issued pursuant to the new Act, it would be a 
violation:

(1) To refrain from doing business with the boycotted country or its residents 
pursuant to an agreement with, requirement of, or a request from or on behalf 
of any boycotting country;

(2) To refrain from doing business with any person (other than the boycotted 
country, its nationals or residents, or in any company organized under its 
laws) ;

(3) To refrain from employing or otherwise to discriminate against any person 
on the basis of race, religion, nationality or national origin ;

(4) To furnish information regarding any other U.S. person's race, religion, 
nationality or national origin; and

(5) To furnish information about whether any person has, has had, or pro 
poses to have any business relationships with the boycotted country or its 
nationals or with any person known or believed to be boycotted.

Permitted Exceptions.—The bill contains specific exceptions from the prohi 
bitions added to the Export Administration Act. Rules and regulations issued 
pursuant to that Act must provide exceptions for:



(1) Compliance with requirements prohibiting (a) the import of goods from 
the boycotted country or (b) the shipment of such goods to the boycotting country 
on a carrier of the boycotted country or by a route other than that prescribed 
by the boycotting country or recipient of the shipment;

(2) Compliance with import and shipping document requirements concerning 
a positive designation of country origin, name and route of the carrier, and 
name of the supplier of the shipment;

(3) Compliance with the boycotting country's export requirements concern 
ing shipment or transshipment of its exported goods to the boycotted country;

(4) Compliance with the lawful terms of a letter of credit by refusing to 
honor it in the event the beneficiary fails to satisfy the lawful conditions or 
requirements of the letter.

Enforcement.—H.R. 1561 would amend Section 6 of the Export Administration 
Act to expand the enforcement authority of the Department of Commerce over 
violations of the rules and regulations issued pursuant to the boycott provisions 
of the Act. Violators of boycott regulations would then be subject to suspension 
or revocation of their export licenses (the bill does not limit this penalty to 
licenses for boycott-related transactions). Any penalty imposed for violations of 
boycott regulations could be levied only after notice and opportunity for an 
agency hearing on the record in accordance with the Administrative Procedures 
Act (which would establish the basis for immediate judicial review). Finally, 
any charging letter or other document initiating proceeding for violations of 
boycott regulations will be made available for public inspection and copying.

Disclosure.—The bill codifies existing Commerce Department regulations on 
the reporting of boycott requests and the public availability of information 
in those reports other than confidential business information.

Scope.—H.R. 1561 applies the new law ou boycotts to individuals and con 
cerns in the United States and to "any foreign subsidiary or affiliate of any 
domestic concern which is controlled in fact by such domestic concern, as deter 
mined under regulations of the President."

CONTEXT
In order to assess the need for and possible effects of these proposed changes 

in Export Administration Act authority, it is advisable to evaluate them within 
the specific context of the Arab boycott, which is obviously the major impelling 
force behind their consideration. The essential nature of this problem stems 
directly from the state of hostilities which has existed between Israel and a 
number of Arab nations for nearly three decades. The conflict is a political 
confrontation in which both military and economic dimensions have been em 
ployed as tools by both sides in pursuing their respective objectives. These hos 
tilities represent a grave threat to the peace and security of the world commu 
nity, involving as they do the expressed interest of many other nations, including 
those of the United States. It is an area which merits the highest diplomatic 
priority which can be accorded in terms of seeking an assured peaceful and 
long-term solution to the controversy. In this connection, the efforts undertaken 
by the U.S. Government to foster such a settlement deserve wide support. We 
would hope in particular that the new initiatives of the Carter Administration in 
the Middle East, as reported on to the Committee by Secretary of State Cyrus 
Vance on March 1, can progress in tandem with the recognized concern of this 
Congress in promoting an end to hostilities in that area of the world.

The context of the Israeli-Arab political confrontation is raised only to point 
out the obvious, though often underemphasized point, that action taken by 
the U.S. in regard to the Arab boycott can have direct and indirect impact on 
the on-going sensitive negotiations in that region. Furthermore, it is unlikely 
that any measures directed solely at the boycott will prove adequate to remove 
objectionable economic consequences without a longer-term resolution of the 
political conflict underlying the boycott's existence.

The use of a primary economic boycott by a nation engaged in hostilities 
against another unfriendly country is a device generally recognized in inter 
national law, and practice. Indeed, sections of the Export Administration Act 
provide authority for the United States itself to carry out boycott activities 
against unfriendly foreign countries, as is currently done in the instance of 
restrictions on commerce with several nations. Therefore, the issues which 
should be addressed by the legislation before this Committee concern limiting 
the effects of a foreign boycott where they may improperly extend into secondary
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or even tertiary areas that threaten to cause discrimination or unfair trade 
practices against U.S. persons.

NAM POSITION
NAM has supported U.S. policy to seek elimination of international boycotts 

which serve to distort market-oriented trade and investment flows. We believe 
that a diplomatic negotiated approach remains the most appropriate and useful 
metfiod of dealing with such boycotts in the international framework, particu 
larly when they rest on non-economic bases requiring solution of the under 
lying political problems as a requisite to solution of the boycott itself. The 
NAM believes that current U.S. laws and regulations and continuing diplomatic 
initiatives provide the best avenues to further U.S. national interests.

In evaluating the legislative proposals before this Committee, we have pro 
ceeded on the basis of a statement of principles which we believe constitutes a 
balanced and realistic approach to this admittedly complex issue. These principles 
state that:

(1) U.S. policy against discrimination on the basis of race, color, religion, sex 
or national origin should prohibit any boycott-related or other agreement to 
practice such discrimination respecting U.S. persons.

(2) No agreement should be made to fulfill a boycott request for information 
regarding a U.S. person's race, color, religion, sex or national origin.

(3) U.S. persons should not agree as a condition of doing business in a boy 
cotting country to refuse to do business with any U.S. persons, or with or in a 
boycotted country.

(4) In accordance with recognized international law and practice, the right 
of a nation to institute a primary economic boycott should be respected in terms 
of accepting or excluding from its territory and goods, services or capital; regu 
lating the admission of people; and controlling entry of ships to its ports. U.S. 
persons should not be penalized under U.S. law for agreeing to abide by a foreign 
nation's laws and regulations relative to these rights as concerns business trans 
actions in or with that country.

(5) Respect for a foreign nation's recognized primary boycott right as out 
lined in number 4 does not include permitting that country to influence unrelated 
U.S. corporate transactions or justify actions in direct business dealings which 
constitute a violation of the anti-discrimination or refusal to deal principles. 
U.S. legal requirements placed on companies should, however, recognize the 
practical limits of a firm's ability to act when directly subject to foreign legal 
jurisdiction.

(6) U.S. law relating to 'boycott policy should not be extended extraterritori- 
ally, in order to avoid placing U.S.-owned affiliates operating under foreign juris 
diction in conflict with local law and customs. The U.S. Government should 
consider undertaking discussions with other governments looking toward mini 
mizing areas for such potential conflicts.

(7) State statutes relating to foreign boycotts should be preempted by fed 
eral authority over foreign commerce and foreign relations to provide for a 
uniform and consistently applied national policy.

Examination of the foreign boycott provisions in H.R. 1561 in light of these 
principles leads us to express several specific concerns—both regarding what 
is in the bill and what is not—which we would call to your attention. First, 
we believe the prohibition against domestic discrimination is already covered 
by either statutory provisions of the 1964 Civil Rights Act or recently changed 
administrative export control regulations. However, we would support the 
restatement of this principle in the Export Administration Act's extension and 
in particular the provision of a specific statutory basis to the current regula 
tions prohibiting the provision of discriminatory information in response to a 
boycott request.

The refusal to deal principle is partly covered under U.S. antitrust law, but 
its direct definition in relation to a boycott request would help clarify its appli 
cation under complex and often ambiguous conditions. The full elaboration 
of this principle in the proposed legislation would be a beneficial move toward 
implementation of stated U.S. policy in important areas of potential secondary 
and tertiary boycott effects. However, we would encourage the Committee to 
delineate with greater caution and precision this particular area because of 
the obvious potential conflicts which could exist between specific applications 
of this principle and the sovereign right of a nation to control goods and services 
coming into its country. A serious effort should be made to avoid placing U.S.
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companies in untenable positions where they are asked to somehow introduce 
prohibited goods and services into a boycotting country. A practical solution 
must be found which seeks to avoid secondary boycott effects within the U.S. 
without attempting to override foreign governmental control of imports in 
areas far beyond U.S. jurisdiction.

A corollary point to this discussion concerns the bill's provisions which would 
attempt to apply the boycott regulations extraterritorially in other countries 
where they may conflict with local law and customs. Past experience with lim 
ited application of U.S. antitrust and export control regulations have demon 
strated the serious foreign relations problems such procedures can cause with 
even the most friendly and neighborly countries (viz Canada). We believe that 
this legislation should be limited to territorial enforcement while the U.S. Gov 
ernment undertakes discussions with other nations to minimize areas of poten 
tial conflict in policy positions and application.

Two further areas deserve special comment. Although legislation is usually 
not the proper place to spell out complex administrative procedures to imple 
ment the statutory objectives, it would be extremely useful if some recognition 
could be given to certain process problems either directly in the legislative pro 
visions or in specific references of Congressional intent. Two examples of such 
concerns are the bases for decisions regarding whether a firm has violated 
an anti-boycott prohibition and the diverse reporting requirements now placed 
on companies. We would point out the importance of clear and fair standards 
for evaluating compliance with the Act's provisions. We feel that the fairest 
and most practical standard would revolve around agreements to act as a 
condition of doing business with the boycotting country.

The other concern which I would cite is the confused and conflicting report 
ing requirements placed on companies from first Commerce Department regu 
lations and now Treasury Department requirements in response to the boycott- 
related amendment to last year's tax bill. These reports will be partly dupli- 
cative and partly conflictual in terms of disparate concepts and definitions of 
boycott activities. As a minimum the conflicts should be resolved and the dupli- 
cative reporting burden on companies reduced. Should this current legislation 
be adopted, it would be incumbent upon the Congress, which has increasingly 
recognized the excessive reporting and regulatory burdens placed on companies 
in many areas, to assure that unnecessary or duplicative reporting requirements 
are eliminated.

Finally, we would like to register our support for the federal pre-emption 
of authority in this area of foreign 'boycott regulation and urge the Commit 
tee to add such a provision to the bill before it. The several diverse state 
statutes already in existence on this subject have vastly complicated normal 
business dealings and added new degrees of uncertainty and confusion. This 
situation will only be exacerbated if other states continue to pass their own 
particular statutes on this issue. Clearly, U.S. policy on foreign boycotts is an im 
portant matter falling under federal authority to regulate international com 
merce and foreign relations, requiring a uniform and consistently applied 
national policy.

CONCLUSION
The NAM believes a simple extension of the Export Administration Act 

provides sufficient latitude to the Executive Branch to administer an export 
control program necessary to safeguard important national interests. We believe 
that caution should be exercised in using the authority granted under this Act 
so as to avoid undue distortion of the interplay of market forces. Deliberations 
on the several proposed changes to the Act's foreign boycott provisions should 
proceed only in full recognition of their potential impact on the current diplo 
matic efforts which offer the only real, viable solution to the Arab boycott. 
Short of a diplomatic solution, any new boycott provisions in U.S. law should 
embody the principles outlined above.



APPENDIX 10
STATEMENT REGARDING ANTIBOYCOTT LEGISLATION, BILLS S. 69 AND 

S. 92, SUBMITTED TO THE INTERNATIONAL FINANCE SUBCOMMITTEE 
OF THE COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS, 
U.S. SENATE BY MAX EATNER, NATIONAL CHAIRMAN, AMERICAN- 
ISRAEL CHAMBER OF COMMERCE AND INDUSTRY, INC., MARCH 15,1977

The American-Israel Chamber of Commerce and Industry Inc. is a non-sectar 
ian, non-political trade association of American firms interested in economic re 
lations between the United States and Israel. It was incorporated in 1953 as a 
non-profit organization and has chapters in a number of American cities. The 
Chamber recently received the E Award of the President of the United States for 
its successful efforts in the expansion of American exports. We represent a busi 
ness approach, of United States firms devoid of sectarian character.

This organization has hundreds of corporate members with a variety of inter 
ests and activities (see Yearbook 197(5 attached). 1 This testimony is being pre 
sented under the authority of the Chairman of the Chamber and its views derive 
from the general mandate of our membership. This mandate is to maintain and 
develop trade and economic relations between the United States and Israel within 
a framework of peace and cooperation in the Middle East and in the world. One 
of our goals is to encourage economic and technological cooperation between Israel 
and the other countries of the Middle East under American guidance and with 
American support. We believe that such peaceful economic measures will result 
in friendly relations and that a secondary boycott is a major impediment in the 
furthering of this goal.

Our organization is, as a result of a foreign secondary boycott of American 
firms, an injured party. A document, entitled Information on the Arab League 
Boycott of Israel, supplied by the Subcommittee on Multinational Corporations 
of the U.S. Senate Foreign Relations Committee on February 25, 1975, featured 
an original memorandum of the Arab League stating that affiliation with a joint 
Israeli-foreign chamber of commerce will be a cause for investigation with a 
view toward banning firms which enhance the Israeli economy by trading with 
that country. U.S. firms, which want to trade with foreign countries suddenly 
wealthy as a result of increased world oil prices, will under the terms of the boy 
cott refrain from doing business with Israel. This will restrict our membership 
and more importantly restrict the growing trade between this country and Israel. 
If American firms forego business with Israel, then this Chamber, an American 
trade association with a distinguished record praised by the President of the 
United States, will be severely restricted in its activity to further promote trade 
and good will. Under the current circumstances, members of our Chamber are 
in a relative disadvantage versus other American companies when they want to 
trade with the Arab world.

We welcome and support the proposed Bills before this Subcommittee, that 
would amend the Expu i A-um'ni.srraiii>n Act with regard to foreign boycotts— 
S. 69 (Stevenson-Moynihan) and S. 92 (Williams-Proxmire). The- Senators who 
have sponsored these Bills have done a great service to the American people. We 
are also encouraged by the readiness of the Secretary of State Cyrus Vauce to 
outlaw secondary boycotts in the United States.

There has been extensive testimony supporting these Bills. That testimony has 
described the importance of the proposed legislation and given examples of why 
the proposals are necessary. Rather than restate these points we would like to 
comment on four provisions of the Bills.

The proposed, Section 4A (a) (2) (D) of the Export Administration Act as 
amended by 8. 69 would, permit an American company to obey a boycotting coun 
try requirement to state where goods have not been produced. S. 92 would pro 
hibit such a negative designation and only permit a positive designation of the 
origin of the goods. We support 8. 92.

1 This material is retained in the committee files.
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We consider the formulation with respect to Section 4A(a) (2) (D) in S. 92 
to be superior to that in S. 69. Both Bills allow an American company to comply 
with a requirement of a certificate of origin; S. 92 however requires that the 
certificate be one of "positive designation of country of origin".

•There is a vast difference in the letter and spirit of the two provisions. The 
result of S. 69 will be to brand into the memory of American business executives, 
time and again, at the filling out of each and every certificate of origin, that doing 
business with the boycotted country (in our case Israel) is a matter which 
could affect their relationship with the boycotting country. That psychological 
pressure will be enough to make such executives hesitate to undertake business 
contacts with the boycotted country.

A positive designation of the origin of the goods (as permitted by S. 92) has 
historically been a requirement in international trade.

It has been brought to our attention by the New York Chamber of Commerce 
that a number of countries, long known for their attempting to enforce secondary 
boycott, have recently changed their requirements with respect to certificates of 
origin. Presently, those countries only require a positive designation of the origin 
of the goods featured in those certificates. Tin's could be a step toward peace and 
cooperation among nations. S. 92 will encourage such an attitude, while the formu 
lation in S. 69 could encourage the opposite attitude—return to previous require 
ments of negative designation of origin and to active secondary boycott.

The proposed Section II (2) of the Export Administration Act as amended 
under S. 69 and 8. 92 would make the foreign boycott law applicable to foreign 
subsidiaries of American concerns and to American subsidiaries of foreign con 
cerns. We offer a solution to the problems created by the extra-territoriality of 
American subsidiaries overseas.

Section II (2) identically worded in both Bills S. 69 and S. 92 has been criti 
cized in some of the testimony before this Subcommittee. AVe believe that Section 
II (2) could be redrafted without affecting the efficacy of its provisions. We 
recognize that a part of Section II (2), which would apply to American sub 
sidiaries, could raise pro,:loms or' px:tra-terriforiality enforcement as well as ques 
tions of interference with the affairs of other countries where subsidiaries of 
American firms are located. This is particularly true in regard to "third" coun 
tries, that is foreign countries which are neither boycotting nor boycotted. How 
ever, the elimination o( this specific provision without replacement by an appro 
priate alternative could open an enormous loophole in the implementation of 
this legislation. It could open the way for some American companies to transfer 
orders to their foreign subsidiaries or affiliates. Such transfers will not only 
frustrate the goals of this legislation but it will also reduce American exports to 
some countries and increase such exports from third countries. This result will 
fulfill the darkest hopes of the adversaries of this anti-boycott legislation.

Other legislative solutions can be found, and we would like to suggest some 
possible ways of approaching the matter.

Our first suggestion deals with the case in which an American firm with a 
foreign subsidiary produces specific products only in the United States. The law 
could prohibit United States firms from re-routing products to be shipped to a 
boycotting country through subsidiaries in "third'' countries.

Our second suggestion concerns the case in which identical products are manu 
factured by an American concern in its plants within the United States and in its 
subsidiary overseas. If the product to be exported to a boycotting country is 
manufactured in the United States, the corporation would have to comply with 
the proposed legislation. If however the corporation transfers the order to its 
foreign subsidiary, we propose that the corporation report such a step to the 
United States Department of Commerce, and the Department make the report 
public.

That will stop short of compelling foreign subsidiaries of United States firms 
to comply with this legislation, but will nevertheless give the American public 
an opportunity to scrutinize the activities of American companies.

The proposed Section 4(A)(a)(2) (D) of the Export Administration Act as 
amended by S. 69, relating to compliance with foreign immigration or passport 
requirements, encourages discrimination.

Section 4(A) (a) (2) (D) of S. 69 exempts from the prohibition of the anti- 
boycott legislation individuals which comply with immigration or passport re 
quirements of any country. If a foreign country had a requirement that all busi 
ness travelers entering the country from the United States disclose whether the
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American principals of their firms are of a given ethnic origin or did business with 
a boycotted country, S. 69 would permit and sanction disclosure of such informa 
tion by United States citizens to the boycotting country.

From members of this country's business community and from the press we 
have learned that some of the boycotting countries are or were enforcing entry 
requirements similar to those described. Such restrictions and discrimination if 
practiced in this country would be a clear violation of our Constitution as well 
as of the basic principles of this country concerning equality of all citizens with 
out regard to their ethnic origin, race, nationality or sex. These requirements 
have made it impossible for certain Americans because of their ethnic background 
to work on projects undertaken by American firms in boycotting countries. In 
some instances American institutions have succeeded in overcoming the restric 
tions and have cm - "(i ••'r- oil-) om'c'n countries the message that discrimina 
tion is abhorrent to the American public. As a result some members of the minor 
ities discriminated against by the boycotting countries have been authorized to 
enter those countries and fulfill the constructive mission given to them by Amer 
ican institutions.

This indicates that a law prohibiting cooperation and disclosure of discrim 
inatory information to foreign countries on passports and immigration forms 
will restrain the boycotting countries.

To give a stamp of approval to foreign bigotry is alien to the American law; 
it will only encourage discrimination against certain American citizens by the 
boycotting countries. For this reason we believe that this provision has to be 
eliminated in S. 69 as it is in S. 92.

•The proposed Section ^A(a) (2) (A) (i) of the Export Administration Act as 
amended by S. 69 and 8. 92 permits an American corporation to comply with a 
foreign request not to import into the United States any goods from a boycotted 
country even if the goods are for American consumption. This provision should 
be modified.

We believe that Section 4A(a) (2) (A) (i) of both Bills is unclear and if improp 
erly interpreted could nullify the major provisions of the proposed legislation. 
The problem of this subdivision is probably one of drafting.

As the Section presently reads, it could be interpreted to enable corporations 
to obey boycott prohibitions against importing (for American consumption) 
goods from a boycotted country. Thus an American company could accept boycott 
requests and cease to import Israeli goods into the U.S.A. for the general use of 
the American public. We believe that the intention of the legislators was to 
permit the boycotting country to forbid imports from a boycotted country into 
the boycotting country via the United, States. That could come about by the use 
of imported parts and components in American-made products or by simple trans 
shipment or repackaging.

The legislators' intent should be made clear by using the same phrase con 
struction as in paragraph (ii) of that very article. The revised paragraph (i) 
will read then as follows: (Exemptions are provided for (A) compliance with 
requirements) "(i) prohibiting the import of goods to the boycotting country 
from the boycotted country . . ." (changes in italics).

If this provision is not changed it would amount to a license to engage in 
secondary boycott with regard to imports to the United States from boycotted 
countries.
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STATEMENT OF HOLMES AND WARREN, ATTORNEYS AT LAW, 
SAN FRANCISCO, CALIF.

THE ANTI-ARAB BOYCOTT LEGISLATION—A LESSON IN DISHONESTY
Anti-Arab boycott legislation is sweeping the United States. The effects will 

prove to be a disaster to the American economy.
The process whereby anti-Arab Boycott legislation is passed is invariably the 

same. First, the national and local press mount a strong propaganda campaign 
defining the Arab Boycott against Israel as anti-Semitic, in violation of the 
non discriminatory provisions of the U.S. Constitution and anti-Jewish. There 
after, the proposed legislation is rammed through with little debate or discus 
sion. After all, who wants to be publicly labelled as anti-Semitic?

The truth behind the Arab boycott or the U.S. legislation is never given. In 
fact, any effort to give a balanced picture of the facts is greeted by the media 
with silent hostility or name calling. It is the opinion of this author that the 
unfair coverage of the Middle East that has come to characterize American 
journalism and politics will directly result in the loss of billions of dollars and 
jobs to the American economy ; jeopardy of sources of oil to the American 
people; and finally, a substantial revival of anti Semitism in the United States.

Here are the facts:
1. The Arab nations are in a state of war against Israel. Consequently, the 

Arab boycott against Israel is an economic tool available to them to defend 
themselves and their people from the territorial conquests and ambitions of 
Israel. (For these aggressions the U.N. has condemned Israel many times.)

2. The boycott involves no religious or racial discrimination. The boycott 
applies equally to Muslims, Christians and Jews or anyone else who would 
strengthen Israel's ability to wage war on Arab countries and peoples. It is 
therefore an economic device for assuring the security of the Arab states. The 
Arab boycott against Israel is based upon long recognized precepts of inter 
national law.

A well coordinated campaign of distortion has been sponsored to confuse the 
public opinion about the basis of the Arab boycott against Israel. To further 
this endeavor, the campaigners coined misleading terms such as "Jewish firms 
or companies" and "Jewish capital," to create a conditioned reflex for labelling 
the boycott as racially or religiously discriminatory. Such a policy, if it were 
true, would be in clear violation of the United States Constitution. And such a 
policy, if it were true, would be immediately and vigorously condemned by this 
author as a Black American.

The fact is that the Arab boycott list does not discriminate on the basis of race 
or religion. Muslim companies in Turkey, like Artif Basyazghan, Esref Onye- 
dioglu, Halil Yazicioglu, Husnu Bilgin, Izzet Penoy, Kemal Muderrisoglu, Otosan 
Otomobil Sanayi A.S., Suha AH Bolton, T. Guleryuz Muessesi; and Muslim 
Iranian companies like Assil Co. Ltd. Kamal, S. Margalit and Iran Kala Co.; are 
on the blacklist.

At the same time so-called "Jewish" companies such as Hill Samuel (Britain), 
Profile Sanayii Ve Ticaret A.S. (Turkey), Camy Watch (Switzerland), Enzo 
Watch S.A. (Switzerland), Twainco Ltd. (Britain), Dona Export Co. (Britain) 
and Gee and Harnhan (Britain) enjoy flourishing business in the Middle Bast.

In addition, there are many American Jewish firms who do business in the 
Middle East but prefer not to publicize their activities because of social and 
economic reprisals they might suffer at the hands of the Zionist community in 
the United States.

More importantly, the Undersecretary of Commerce, James A. Baker, recently 
revealed a study that the Department made of 50,000 cases of Arab boycott situ 
ations involving American companies between 1965 and 1975. He concluded that
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26 cases of discrimination were uncovered; most of these cases, however, were 
traced to unofficial acts of minor bureaucrats and did not speak for the boycott 
office policy. September of 1976, Congressman John Moss' subcommittee on 
Operations and Investigations released its report related to the same subject 
matter. This subcommittee listed its review of 4,000 cases. Of that number 15 
involved possible discrimination. A final determination of these 15 could not 
be made without further investigation.

Finally, there is nowhere in the language of the rules and regulations of the 
Arab boycott against Israel where discrimination based upon race or religion is 
expressed.

3. The Arab states, like the United States, make no distinction between pri 
mary, secondary, and tertiary boycotts. Consequently, sovereign Arab nations 
are at a loss to understand how the United States executes direct or indirect 
economic sanctions against foreign nations and nationals when it deems such to 
be in its national interest; but condemns the Arabs as racists, immoral and 
divisive when they do the same thing. I have been frequently called upon by 
leading families in both the public and private sectors in Saudi Arabia to explain 
this paradox; and I must confess that the behavior of our government has all 
the trappings of inconsistent double standards and international unfairness. At 
both the national and state level where anti-Arab boycott laws have been passed 
or are pending, there is invariably a distinction made. The argument goes some 
thing like this:

a. Since the U.S. has engaged in primary boycotts against foreign nations; 
there will be no legislative attempt to outlaw the primary aspects of the Arab 
boycott against Israel.

b. Secondary boycotts are different and are directed against persons and not 
nations. Therefore, they are immoral and not in the interest of American citizens 
and business. Central to this argument is the belief that the United States has 
never nor would ever engage in secondary boycotts.

Again, the facts prove otherwise! The United States has historically used pri 
mary and secondary boycotts against unfriendly nations in time of war. For 
instance, during the Second World War "neutral" Switzerland was but one of a 
blacklist of 5,000 that the U.S. maintained in respect to Germany. More recently, 
the United States instituted a secondary boycott against Cuba,. According to the 
Federal Maritime Administration, this agency currently blacklists 208 foreign 
vessels because they call on Cuban ports. These blacklisted ships cannot carry 
U.S. financed cargo anywhere. (Italics added.)

Is this not puzzling in view of the fact that the U.S. is not even at war with 
Cuba?

It should be remembered that the Arabs do not make anyone trade with them ; 
they only set forth the requirements for trade; namely, observing the Arab boy 
cott against Israel.

4. Any national legislation passed on the Arab boycott against Israel should 
preempt states from acting in this area. Foreign commerce and affairs is constitu 
tionally preserved for the Federal government and is not a proper subject for state 
activity. This is especially true where the foreign commerce is intricately related 
to the U.S. foreign policy. The U.S. Secretary of State cannot properly explain 
all the interferring acts of individual states in the American foreign policy in 
respect to the Arab boycott against Israel. At present there are more than 8 states 
that have passed "Anti-Arab Boycott Laws."

It is interesting that a Black law firm has made the only challenge to these 
unconstitutional laws in all America. (Warden v. Younger, Federal District 
#076-2851, San Francisco Superior Court #718 153). Moreover, the law firm 
of Holmes and Warden and Concerned Black Americans In Support of Africa 
and the Middle East stand ready to challenge the constitutionality of the pro 
posed bill standing before the Senate International Subcommittee. We feel the 
bill is arbitrary and unreasonable and as such is a violation of constitutional 
due process. In addition, we believe the law abrogates the sacred property rights 
of American businessmen to pursue business contracts (property rights) without 
arbitrary and unreasonable interference. For some American firms the law repre 
sents a "taking" of property without just compensation.

Finally, it is regrettable that the list of speakers that are scheduled to appear 
before the Senate International Finance Subcommittee do not represent a bal 
anced picture. For instance, our firm is actively engaged in the Middle East; 
and intimately acquainted with the views and feelings of the people and govern-
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ment of Saudi Arabia. Yet we were not invited to testify. In addition, responsible 
groups like the National Association of Arab Americans were ignored. I notice, 
however, that groups whose objectivity in this matter can certainly be questioned ; 
like the Anti-Defamation League and the American Jewish Congress were in 
vited to speak and were kept abreast of all developments.

Donald Warden for Holmes and Warden and Concerned Black Americans in 
Support of Africa and the Middle East.

BACKGEOUND OF THE ATJTHOB
Donald Warden is a California attorney with offices in the United States, 

Africa and Saudi Arabia.
He is a Phi Beta Kappa graduate from Howard University. He attended the 

University of California School of Law in Berkeley.
Mr. Warden has been active in international affairs for more than 12 years. 

In addition, he has actively and consistently fought against all forms of discrimi 
nation based on race, creed or color for more than 15 years. His views are more 
particularly set forth in the July 1964 issue of Vital Speeches—"Walk in Dignity."

For his service and accomplishments, Mr. Warden is cited in:
World's Who's Who in Finance and Industry (1968).
Who's Who in the West (1966).
Who's Who in California.
Dictionary of International Biography.
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STATEMENT OF THE NEW YORK FOREIGN FREIGHT FORWARDERS AND 
BROKERS ASSOCIATION, INC., CONCERNING FEDERAL ANTIBOYCOTT 
LEGISLATION
The New York Foreign Freight Forwarders and Brokers Association, Inc. is a 

60 year old organization with its office at One World Trade Center, New York, 
N.Y. Its members are licensed as ocean freight forwarders handling exports and 
customs brokers arranging for imports. Our membership processes the over 
whelming bulk of exports moving through the Port of New York.

On January 1, 1976 there became effective in New York a law making it an 
unlawful discriminatory practice for any person to boycott, blacklist or refuse 
to trade with any other person because of his race, creed, color, national origin 
or sex. The statute also prohibited any person from doing any act which "en 
ables" the boycotter to perpetrate an unlawful discriminatory practice. N.Y. 
Executive Law, § 296 (13).

Arab purchasers of U.S. products have required that their consignments be 
accompanied by certifications which usually state that the goods of U.S. origin 
and do not originate in Israel and that neither the vessel or the insurer of the 
goods is on any Arab blacklist. Early in 1976 we expressed our fear to the 
sponsor of the New York law that these certifications might be considered un 
lawful and cause diversions of cargo through other ports and the loss of jobs in 
the Port of New York.

Our fears in this regard became a reality as a result of a decision of the New 
York State Division of Human Rights on January 3, 1977 involving a complaint 
against two prominent New York banks accused of violating the anti-boycott 
law when they processed letters of credit from Arab purchasers which required 
the usual certifications. According to the Division of Human Rights there is 
"probable cause" to believe that the banks were engaging in an unlawful dis 
criminatory practice under the New York law.

The consequences of this decision are most grave to the Port of New York. 
What it means is that any person who either issues or processes one or more of 
the required certifications on Arab shipments moving through New York is 
violating the antiboycott law of New York. Encompassed therein would be ex 
porters (resident or non-resident), steamship lines, ocean forwarders, insurance 
underwriters and banks, all of whom either issue or process the certifications.

Because U.S. exporters feared that the law would be so interpreted and result 
in unfavorable publicity and the risk of prosecution, we began to see early in 
1976 the diversion of substantial cargo from New York. As an example, one very 
large oil company directed its New York forwarder to close down a division 
employing 40 people handling its oil shipments and reestablished the division in 
Houston. This was done and thousands of tons of this oil company's exports are 
now moving through other ports and jobs were lost. Other exporters have quietly 
followed suit with the result that we have sustained a very substantial move 
ment of Arab shipments away from New York to mid-Atlantic and Gulf ports.

Recent figures have fully substantiated this diversion of exports from New 
York. The Port Authority of NY and NJ has compiled statistics taken from the 
Bureau of Census comparing the volume of business in 1975 and 1976 of water- 
borne exports to Arab nations from major Atlantic and Gulf Coast ports. Despite 
the fact that 1976 saw a very heavy increase of purchases in the U.S. by Aral) 
countries, the Port Authority figures show that New York suffered a decline of 
5.3% on shipments to Arab purchasers in 1976 while the Baltimore volume in 
creased 127.6%, Hampton Roads increased 130.9%, Mobile increased 93% and 
New Orleans increased 102.8%.

Saudi Arabia has traditionally been the largest purchaser of U.S. merchandise. 
The Port Authority figures indicate that in 1975 New York moved 21.7% of
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Saudi Arabia cargo. In 1976 this figure declined to 7.2%. There can be no ques 
tion that this drastic drop in the New York tonnage is attributable to our state 
law. The freight rate from other Atlantic and Gulf ports to Arab countries being 
the same as New York and the steamship service in the other ports being readily 
available, U.S. exporters have decided not to risk involvement with the New 
York law.

Despite the fact that the Port of New York is the largest general cargo port 
in the U.S., has the most extensive service to the Arab countries and the most 
modern facilities, we are losing thousands of tons per month and jobs because 
of our law. The Port of New York is deprived of needed revenue, the city and 
state needed taxes, and labor needed jobs, and all those who render services in 
our foreign trade, such as warehouses, terminals, forwarders, banks and insur 
ance companies, have witnessed a substantial decline in business.

Because of the New York state law, our port has been unable to compete on an 
equal basis. Regulating boycotts is without question a matter of federal concern 
and when a federal law is passed, it should contain a preemption clause which 
would again place all ports on an equal competitive basis. We ask no more; we 
deserve no less.

RICHARD HANEL,
President.

87-231—77———25



APPENDIX 13

STATEMENT OF THE NATIONAL CUSTOMS BROKERS AND FORWARDERS 
ASSOCIATION OF AMERICA, INC., ON FEDERAL ANTI-BOYCOTT 
LEGISLATION
The National Customs Brokers & Forwarders Association of America, Inc., 

with headquarters offices at One World Trade Center in New York City, is 
composed of approximately 400 licensed ocean and air freight forwarders and 
customs brokers. Affiliated with our group are 21 local forwarder-broker asso 
ciations in major ports of this country. The combined membership of the national 
and local associations is responsible for handling the vast bulk of general cargo 
exported from the United States.

One of the forwarder's principal roles is to advise his exporter which port is 
best suited for the dispatch of his merchandise. In rendering such advice in the 
past, the forwarder concerned himself with such matters as inland freight costs 
to the pier, vessel service at the port, congestion and other factors that would 
determine the most efficient port for the movement. Within the last year, however, 
the forwarder has been required to advise his exporter with respect to a new area, 
namely, the requirements of state anti-boycott laws which in varying degrees 
limit the ability of exporters to move cargo through certain ports. At the present 
time there are six states that have such laws: New York, Illinois, California, 
Massachusetts, Ohio, and Maryland. It is reasonable to expect other states to 
follow.

The serious problem faced by U.S. exporters with respect to these state laws 
can best be illustrated by a specific example.

Let us suppose that an American supplier has a contract with an Arab pur 
chaser for a large-sized project movement, such as roadbuilding equipment or a 
hospital. Let us further suppose that the shipments will move from an Illinois 
plant through the ports of Baltimore and New York. The exporter (and probably 
his lawyer) and the forwarder must become intimately familiar with the boycott 
laws of Illinois, Maryland and New York, with the regulations issued thereunder 
and with the administrative interpretations and decisions by the state regulatory 
agencies and courts. This is a most onerous burden for the exporter to bear and 
when it is kept in mind that he must also be familiar with and comply with a 
federal anti-boycott law and its detailed regulations, it is clear that an American 
exporter will be enveloped in a mass of federal and state regulations which 
hinder and obstruct his ability to sell his product overseas. Our foreign competi 
tors suffer no such impediment.

The sale of our merchandise to foreigners involves the movement of goods in 
our interstate and foreign commerce and our relationships with other nations. 
We believe this to be a matter of federal concern exclusively and not an area for 
non-uniform state regulation. A single, national policy to be applied uniformly 
to all citizens of the United States is obviously required.

With respect to the latter point, it has been of particular interest to us to note 
the concurrence on this policy expressed recently by Secretary of State Cyrus R. 
V'ance. As you are aware, he has stressed that the administration favors pre 
empting state anti-boycott laws to "remove elements of confusion and uncertainty 
from the conduct of our foreign commerce."

In view of the foregoing facts, it is the strong recommendation of the National 
Customs Brokers & Forwarders Association of America that any federal enact 
ment should include a preemption clause which would make inapplicable any 
state law or regulation on boycotts.
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APPENDIX 14

STATEMENT OF THE AGRICULTURAL TRADE COUNCIL SUBCOMMITTEE 
TO THE COMMITTEE ox INTERNATIONAL RELATIONS, ON H.R. 1561
The Agricultural Trade Council (ACT) is a non-profit trade association 

representing the exporting interests of the agribusiness, food, and related 
industries.

One of our principal roles is to insure that the §30 billion agricultural exporting 
community receives the attention it deserves when policy is formulated, especially 
in Washington. Historically, this has not been the case, nor is it so in respect 
to Title II of H.R. 1561.

The ATC supports the freest flow of goods in the international market. It is 
a basic tenet that in our republic, founded on free enterprise principles, the 
American businessman should be able to compete equitably with his overseas 
counterparts. Any infringement upon this right by our government must be fully 
justified as being essential to the interest of the United States, for otherwise it 
is acting contrary to one of the most fundamental reasons behind our democratic 
system.

This right has been under ever-increasing assault of late. Quotas, boycotts, 
most-favored-nation status, and a seemingly endless stream of other federal 
regulations and red tape have succeeded in hampering the activities of U.S. 
exporters in what is supposed to be a free marketplace. More and more, the 
federal government is using the private business sector as a tool, and scapegoat, 
for public initiatives.

With the proposed anti-boycott amendments, Congress again is not acting 
in the best interests of the U.S. or its financial sector. Who shall benefit if the 
laws are enacted? Clearly not the principals involved—Israel, the Arab League, 
or the United States. Rather, it is our financial competitors who will gain by 
garnering a larger share of the growing (both in amount and importance) Middle 
East market.

At present, the American share in the Middle East trade is approximately 
17 percent. The Arab countries can do without American technology and goods 
which we supply even though the goods are considered among the most needed 
there. European, Japanese and Warsaw Pact nations can supply virtually every 
thing supplied by our industry. This legislation if enacted, would not open the 
way for the boycotted U.S. firms to deal with the Arab world. Instead, it may 
prohibit those firms that are allowed to do business in that region from continuing 
in such enterprises. In effect, then, what this legislation will do is provide for 
across the board discrimination against United States exporting concerns.

We.recognize the dilemma facing Congress. Commercial dealings on an interna 
tional scale do not take place in a political vacuum. Involved in the proposed 
bills are complex matters of international law, national sovereignty, and the 
self-interest of the United States and its allies. Hence, let us turn our attention 
to the politics of the Middle East and the American interests therein.

The longevity, of the Arab-Israeli hostility is unprecedented in the history of 
mankind. Besides resulting in four wars over the last 29 years, this antagonism 
has led both sides to ,use the means available to them to damage each other's 
economies. The Arab League nations, technically still at war with the State of 
Israel, employ a primary and secondary boycott as an economic measure against 
Israel. If the United States maintains a policy against secondary boycotts, it 
applies, to everyone but ourselves. We enforced sucli an embargo just a year ago 
against ships calling at Cuban ports and have a list of 203 non-American vessels 
on its blacklist.

The Arab boycott is not a boycott TxiseA on religious or ethnic background. 
The Anti-Defamation League of B'nai B'rith, in a study published last month, 
said "Boycott requests involving religious discrimination were rare—appearing
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•on three of 836 reports (filed with the U.S. Commerce Department), or less than
•one-half of one percent." There are now indications that these deep-seated
•differences can be resolved on the diplomatic front. The United States and Israel 
'are staunch allies, and the U.S. wields considerable influence on Israeli thinking 
and policies. The Arab states have realized the necessity for a lasting peace in 
order to attend to the needs of their people, and look forward to the U.S. to act 
as a mediating force. The Geneva conference will likely convene within the next 
few months and America will no doubt play a leading role in those Arab-Israeli 
talks.

This is the political context in which H.R. 1561 lays. The Arab boycott issue 
is a part, a small part, of a much greater problem needing resolution. The effect 
this impending bill may have on the continuing attempts to resolve Middle East 
problems may be a disastrous one.

Senator Stevenson, Chairman of the Senate Committee that is considering 
legislation almost identical to H.R. 1561, has admitted that the only true solution 
to the Arab boycott lies in an overall peace settlement. Some movement is clearly 
being made toward that end. However, these pieces of legislation, which are 
overreact ions to an emotional issue, once again cast the Arabs in the role of 
adversary. The Arabs have gone to great lengths to emphasize their willingness 
to cooperate with the United States in seeking peace in the Middle East. Yet, 
with such fragmentary, short-sighted amendments, we shall be signaling to the 
nations of the Arab world that the U.S. itself is hostile toward them, and we 
shall ourselves have created another obstacle for the U.S. and all parties to 
overcome on the road toward peace.

Our stake in such peace should not be downplayed. Zeroing in on Saudi Arabia 
alone, we find that U.S. corporations have development contracts with the Saudis 
totaling §16 billion. U.S. civilian exports approach $4 billion annually. U.S. 
defense activities involve $5 billion in hardware, and $4 billion in services and 
construction. If $1 billion in sales supports the jobs of 70,000 Americans, well 
over half a million American jobs are at stake as a direct result of these dealings 
with Saudi Arabia—just one of the Middle East nations with whom we are, and 
should be, attempting to expand exports at this economically critical time.

Keep in mind this is vis-a-vis Saudi Arabia alone. It does not include other 
Arab states. These other Arab nations also have extensive dealings with members 
of our United States business community and plan massive development pro 
grams, for which they look to us for help. These programs will continue as 
;planned, regardless of our direct participation, but legislation such as you are
•considering will severely prejudice our continued, responsive access to the Arab 
.marketplace.

Our dependence on the Arab world for oil we would hope needs not underlining. 
At present, one-fourth of our petroleum supply is imported from that region. By 
1980, this proportion will rise to one-half. The importance of our continued access 
to this energy resource, both to our economy and to our defense capabilities, 
makes this an essential element of our national security. Our stake in the whole 
Middle East is great indeed. As our present national course is tied to Israel,
reality shows it is no less tied to the other nations of the Middle East.

If the intent of these bills is to bring an end to the Arab boycott, we suggest
that the leverage our country should properly use in this effort lies in the trade 
between the American and Arab governments. Private business should not be 
involved in such a quarrel.

To this end, we would partially boycott their oil. The by-products of this type 
of action would be: (1) the equalizing of the American-Arab trade imbalance,
dollar for dollar, and (2) we would not be giving them the dollars with which
to buy goods from our competitors.

The ATC does not really favor these responses to the boycott problem. The
Arab nations could become our best allies in that area of the world if we would
cease insulting them. We feel the only solution lies in a comprehensive peace
settlement. 

The proposed legislation seems inclined to gloss over these considerations
because it maintains that they pale in the face of the moral question involved.
We, first of all, do not agree that this moral issue, the matter of discrimination,
is involved at all. We cite the Anti-Defamation League's study, as well as the
ongoing historical precedent that every nation has the sovereign right to apply
laws regulating the origin of goods passing through its ports.
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We would like to inject an actual moral factor that we believe does play a 
part in this discussion. Senator Proxmire has stated that compliance with the 
provisions of the proposed anti-boycott bills will entail "sacrifices" on the part 
of American businesses. He has said that American firms will likely incur some 
"pain" because of the new restrictions.

Our affiliates, members of the agricultural exporting community are both large 
and small in size. Many have dealings with Middle East nations. While some of 
the large firms are probably big enough and stable enough to suffer the "pain" to 
which the Senator refers, we know in speaking to our membership that many of 
the smaller firms are not. To them, this "pain" will not only cause hardship. To 
them, this legislation could spell the death of their enterprises.

We stand against bills such as these. The "moral issue" elucidated by the 
proponents of this legislation is nebulous, the benefits are negligible. The practical 
issues we have cited are tangible ones, and ones whose effects can and will be 
measured negatively. We hope this Committee will give full consideration to all 
sides of these critical questions.

Thank you.



APPENDIX 15

STATEMENT OF THE SAN FRANCISCO WORLD TRADE ASSOCIATION AND 
THE SAN FRANCISCO CHAMBER OF COMMERCE AS ADOPTED BY THEIR 
RESPECTIVE BOARDS OF DIRECTORS

ANTI-BOYCOTT LEGISLATION 
1. BACKGROUND

The emergence of the Arab oil-producing states as major economic powers and 
large-scale trading partners with the United States has given a new dimension 
to the Arabs' long-standing policy of applying economic pressure against Israel. 
At the same time, various Arab boycott regulations, which require discrimination 
against American citizens on the basis of religious beliefs, race, national origin 
or ethnic background, offend some of the most deeply held articles of faith of 
our national ideology. As a result, for the most laudable of reasons, (i.e., to 
reaffirm our opposition to racial, religious, and ethnic discrimination) legislators 
and government officials, at both the state and federal levels have responded 
vigorously to discourage, to penalize, and to prohibit compliance by American 
citizens and by American business with Arab boycott requests.

2. STATE ANTI-BOYCOTT LEGISLATION

Although at the federal level a variety of laws and administrative regulations, 
including the Internal Revenue Code, the Shermau Antitrust Act, the 1964 Civil 
Rights Act, and the Export Administration Regulations, affect or apply to some 
forms of boycott-related conduct, our principal concern is with recent state anti- 
boycott legislation. At present, the legislatures of six states, California, Illinois, 
Maryland, Massachusetts, New York, and Ohio, have enacted some kind of anti- 
boycott law. Although it is clear that the anti-boycott law of each of these states 
is directed at American participation in the Arab boycott of Israel, each state's 
statute is unique, both with respect to its jurisdictional scope and its substantive 
standard of conduct. In many respects, California's anti-boycott legislation, the 
Berman Act, is the broadest of these state statutes, both with respect to its 
jurisdictional reach and with respect to its substantive prohibitions.

3. STATEMENT OF POLICY

The World Trade Association and the Chamber of Commerce applaud the 
efforts of public officials to protect American citizens against discriminatory 
policies fostered or imposed by foreign powers, and to reaffirm the American 
ground, or national origin cannot and must not be tolerated. Further, we believe 
that discrimination against any American based on race, religion, ethnic back 
ground, or national origin cannot and must not be tolerated. Further, we believe 
that international trade is to be encouraged and that artificial barriers to that 
trade are to be opposed, and we are pleased to see that this attitude is shared 
by our legislators. We think, however, that serious questions must be raised as 
to the wisdom of responding to what is essentially a national problem at the 
state level.

Unlike California, most states have taken no legislative action in response to 
the Arab boycott of Israel. As a result, some businesses may be able to avoid 
state anti-boycott laws simply by relocating their operations. Even if, in fact, 
relocation is not feasible for trading firms located in the six states that have 
anti-boycott laws, it is unlikely that the existence (and, indeed, vigorous en 
forcement) of state laws will have much effect on either Arab boycott policy 
or American compliance with boycott regulations. What does seem likely is that 
the Arabs will cease to do business with California firms, and will, instead, 
trade with firms located in states which faave not enacted anti-boycott laws.

(384)



The end result may only be an adverse effect on the California economy, and no 
effect on Arab boycott laws or policies. While we recognize that economic sacri 
fices may be necessary in order to achieve the goals of non-discrimination and 
unrestricted trade, we do not understand why such financial burdens are borne 
only by firms located in California and five other states, especially when such a 
policy is not likely to evoke any positive response from the Arabs. Our concern 
here is not, therefore, with the substantive details of the anti-boycott statute of 
California or of any other state. Rather we are concerned about efficacy of 
attempting to cregulate boycott-related conduct at the state level, and with the 
dangers posed by subjecting multi-state businesses to inconsistent and perhaps 
conflicting standards of conduct.

4. BECOMMENDATION

The San Francisco Chamber of Commerce and its International Division, the 
Sail Francisco World Trade Association, therefore, believe that it is imperative 
that Congress take prompt action to supersede current state statutes with fed 
eral law that establishes a uniform national anti-boycott policy. This is not the 
place to attempt to outline in detail a series of substantive standards that 
should be incorporated into a federal anti-boycott law. The Chamber and the 
World Trade Association, believe, however, that any federal law that is designed 
to regulate American compliance with the Arab boycott should:

(1) Clearly prohibit restrictive tirade practices that involve discrimination 
against American individuals and firms on the basis of race, religion, national 
origin or ethnic background; and

(2) Clearly state that it is the intention of Congress to preempt the entire 
field of regulation of boycott-related conduct.

It is impossible to over-emphasize the need for such a preemptive law. We 
believe that every reasonable effort should be made to prevent religious and 
racial discrimination and to bring down the barriers to international trade, but 
we also believe that the legislative effort to bring about these desirable goals 
should be made in a way that is reasonably calculated to achieve positive re 
sults. Without a uniform national standard, there is likely to be little change 
in the Arab boycott or in American compliance with that boycott. The only 
significant impact of a non-uniform boycott policy will be to put businesses in 
California, New York, and the other anti-boycott states at a substantial com 
petitive disadvantage. In contrast, if all American firms are subject to single 
national standard, firms in states that have no state anti-boycott legislation will 
no longer be able to profit from boycott compliance. More importantly, a single 
uniform trade policy in the United States might bring about certain (albeit 
probably minor) changes in Arab boycott policy, in that Arab countries could 
no longer require their trading partners to engage in discriminatory practices 
without being denied direct access to American capital, goods and services.



APPENDIX 16
LETTER FROM E. L. SHANNON, JR., PRESIDENT, SANTA FE 

INTERNATIONAL CORP. TO CHAIRKAN ZABLOCKI
- . MARCH 2, 1977.

Hon. CLEMENT J. ZABLOCKI, Chairman, Souse International Relations Commit 
tee, Rayi>urn House Office Building, Washington. D.G.

Re Proposed Bill to Extend the Export Administration Act of 1969. •
DEAR MB. ZABLOCKI : I am President of Santa Fe International Corporation, 

a New York Stock Exchange listed company, with approximately $650,000,000 
in assets, $240,000,000 in shareholder equity and $430,000,000 in annual reve 
nues.- We are engaged primarily in heavy construction, contract well drilling 
and oil and gas exploration internationally, and provide goods and services in 
the Middle East to Saudi Arabia, Kuwait, Qatar, United Arab Emirates, 
Bahrain, Egypt, Libya, Iraq and Iran. We have approximately 7,450 employees 
of which 6,350 are foreign and 1,100 are domestic. Our principal corporate 
office is in Orange, California, but we have other U.S. offices in Texas and 
Louisiana.

I had hoped to have the opportunity to testify personally on the above refer 
enced legislation, but was unable to conclude the proper arrangements. In lieu 
of such testimony, I wish to submit the following statement for your considera 
tion and for inclusion in the hearing record. Copies are being mailed to all 
Committee members. We hope that our views will assist the Committee in con 
sidering the serious economic and foreign policy issues raised by the legislation.

We wish to make it clear that we are fully in accord with what we believe 
to be the American system of fair play and fully concur in the prohibition of 
discrimination against any person on the basis of race, religion, sex or national 
origin; however, the proposed legislative scheme is additive to other measures 
already proscribing such discrimination, is based on a mistaken premise (that 
Arab boycott laws require religious discrimination), and'would impose new and 
severe regulations which would have far reaching economic effects adverse to 
this country's interest for reasons primarily related to issues of foreign policy, 
(economic relations with the State of Israel), not job or customer bias.

The Arab states have been involved in a state of hostility with Israel for 
over 30 years and it is natural that they would not want their economic resources 
to provide support for Israel. Their boycott laws are directed at the State of 
Israel, not persons of Jewish faith, and in substance prohibit the following:

(a)' The registration of Israeli business or the Israeli government to do 
business in 'the Arab States in which the boycott is enforced;

(b) The registration of a company with a special relationship to Israel (a 
branch in Israel) to do business in the Arab State;

(c) The importation of Israeli goods and services;
(d) The export of Arab goods to Israel; and
(e) In some of the states, the importation of goods and services of companies 

which have a special relationship with Israel (a branch in Israel). 
The Arab boycott laws do not require:
(a) That companies doing business in an Arab State discriminate against 

persons of Jewish faith;
(b) That companies doing business in an Arab state refuse to hire or assign 

to a project in an Arab state persons of the Jewish faith;
(c) That companies doing business in an Arab state refuse to purchase goods 

from companies owner or managed by persons of Jewish faith or that companies 
with substantial stockholders or high management officials of Jewish faith be 
prohibited from doing business in Arab States ;

(d) That a company refuse to do business with a blacklisted company;
(386)
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(e) That companies refuse to do business with Israel, (although some smaller 
Arab States have requested that a company not establish a branch office in Is 
rael during the term of a proposed contract).

Proponents of the anti-boycott legislation argue that the limited application of 
the specific boycott laws is illusory and de facto religious discrimination is re 
quired. Some instances of such discrimination may have been required, but this 
company's experience has been to the contrary. In our twenty-five years of ex 
tensive involvement in the Arab countries, we have never been requested directly 
or implicitly to discriminate against persons of Jewish faith or companies in 
which persons of Jewish faith have substantial influence.

The oil producing Arab states are currently enjoying a great influx of wealth 
due to the high price of oil. Much of this comes from the United States and has 
a large negative impact on our balance of payments. A large portion of the Arab 
wealth is being spent on development projects to upgrade the infrastructure and 
amenities in their countries. It has been this Company's good fortune to partici 
pate in that market, in addition to our ongoing work of drilling oil and gas wells 
and building petroleum facilities in those conutries. We are a relatively small 
firm, yet our gross revenues from the Arab countries alone in 1976 were approxi 
mately $143,387,000. We purchased and shipped U.S. goods worth 831,879,484.00 
to our operations in the Arab countries. We employed 229 Americans on projects 
in the Arab countries and our direct salary costs for expatriates there, most of 
which went to Americans, were $10,590,000. Obviously, a large part of our ad 
ministrative efforts in the United States were attributable to supporting our Mid 
dle East operations; an estimated 238 Americans in California and Texas. For 
1977 we expect larger numbers in all those categories, including gross revenues 
of $340,000,000 in Arab countries if we are not hampered or prohibited by legis 
lation. The totals for all U.S. businesses engaged in commerce in the Middle East 
are staggering numbers and the economic consequences to the United States of 
losing such business would be severe.

No one should labor under the misapprehension that U.S. technical know-how 
is essential to the Arabs. American industry can be replaced almost overnight in 
the Arab market by European, Japanese and Korean concerns which are already 
commercially active in the area, which have the technology and resources to 
perform adequately, and which enjoy governmental policies encouraging and aid 
ing their participation in overseas markets. A recent example is the loss by West- 
inghouse Corporation of a contract for a proposed water desalinization project 
for one billion dollars to a Japanese company.

Further,, the United States now imports somewhere between forty and fifty 
percent of its oil, a large portion of it from Arab nations. Should Arab oil be 
withheld from the United States because of the reaction to our legislation, the 
effect on the U.S. economy would be catastrophic. There is simply no alternative 
source of oil in sufficient quantity.

. We recognize that the foregoing are all economic matters and not addressed to 
the moral issue. We believe that the only truly "moral" issue is possible discrim 
ination by one American against another on the basis of race, religion, creed or 
national origin. Although the Arab boycott laws don't require such discrimina 
tion, we have no objection to such legislation, if it is necessary to reassure the 
American public that American business will not be permitted to engage in such 
discrimination, either on its own initiative or under foreign compulsion. That 
kind of legislation would have no impact on us or on similarly situated 
companies.

The portions of the proposed legislation which have the most severe impact 
on American companies (prohibitions of: refusal to do business in Israel, pro 
viding information on status of commercial relations with Israel, and negative 
certificates of origin) are, we believe, related to issues of foreign policy, not 
morality; those provisions seek to use American commerce to force the Arabs 
to discontinue the boycott of Israel. While some Americans feel that it is our 
moral duty to support Israel against the Arab states and feel that our invest 
ment in Israel requires U.S. efforts to break the boycott, a succession of U.S. 
Presidents have stated that our Middle East policy is an even-handed one which 
favors neither the Arabs nor Israel. The Arab countries, especially Saudi Arabia 
where the largest oil reserves lie, have been friends and allies with the U.S. be 
fore Israel existed. In addition, because of foreign competition for Arab com 
merce, we do believe such an effort would be effective and we believe the eco 
nomic interests of our country have priority over our economic support of Israel.
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We believe that the proposed legislation should be drafted to correct the cur 
rent confusing scheme of antiboycott laws and provide clear guidelines for busi 
ness. As it presently stands, U.S. anti-boycott policy is articulated by numerous 
executives in hundreds of companies seeking to respond to a variety of state and 
federal mandates. Each executive has his own ideas about what contract clauses 
and what conduct is required and presents a confusing and sometimes inap 
propriate picture of American policy in this area to the Arab nations. At a time 
when both the Arabs and the Israelis appear publicly to be in a more conciliatory 
mood, and when current political factors make the opportunity for settlement 
more pregnant, a measure that may be viewed as repressive, which adds to the 
confusion, and which continues to vest communication of our policy in a multi 
plicity of persons in the American business community seems unwise.

We feel that the following factors are essential to any legislation in this area, 
if we are to retain our posture of even-handedness and our economic opportuni 
ties in the Middle East:

(a) The legislation should supercede all other federal regulation of the area 
and should preempt all state laws impacting this area; tax laws are poor vehicles 
for regulation since they apply unevenly to similar conduct by different kinds of 
businesses; foreign policy is a national, not a local, concern ;

(b) The legislation should permit Americans to agree to comply with the local 
laws in connection with the performance of a contract in the foreign country, and 
should allow Americans residing in foreign countries to obey local laws while 
present in those countries ;

(c) The legislation should permit Americans to supply documentary evidence 
of origin, carrier, route of shipment and supplier of goods as are necessary to 
satisfy local commercial concerns so long as such documents do not require any 
statements concerning race, religion, creed or color;

(d) The legislation should permit Americans to decide whether or not they 
will choose to do business in or with the State of Israel, and as a corollary, should 
allow provision of information concerning the status of business relationship 
with Israel;

(e) The legislation should not force a company to purchase goods for a par 
ticular contract which can not be imported into the country where the contract 
is to be performed ;

(f) The legislation should not impose criminal liability without a requisite 
intent to engage in the prohibited activity; and

(g) The legislation should recognize a nation's right to control the type and 
origin of goods which cross its borders on whatever grounds and its right to de 
termine the manner in which goods are shipped so as to protect them from con 
fiscation from an unfriendly nation; as a corollary, the legislation should recog 
nize a country's right to regulate its exports and to determine the ultimate user 
of its exported goods.

We thank you for this opportunity to present our views. If we may be of as 
sistance, or you require further or more definitive information, please feel free to 
contact us.

Very truly yours,
SANTA FE INTERNATIONAL CORP.,

E. L. SHANNON, Jr.,
President.



APPENDIX 17
STATEMENT OF THE AFL-CIO EXECUTIVE COUNCIL ON THE ARAB

BOYCOTT
WASHINGTON, D.C., July 19,1916.

The Arab boycott raises issues which go far beyond those of Israel's rights as 
a free nation. By imposing secondary and tertiary boycott, the Arabs have put 
at issue America's willingness to defend it,s own principles and sovereignty. Not 
only do the Arab nations refuse to deal commercially with Israel, they also de 
mand that American firms which wish to do business with them refrain from 
transactions with Israel. They demand that American firms practice religious 
discrimination in hiring, promotion, job assignment, selection of corporate of 
ficers and in dealing with other American firms.

The boycott attempts to impose upon the American people practices of racial 
and religious bigotry which violate American belief and law, and to make Amer 
ican firms the agents of hostile acts against a friendly nation. This constitutes 
a repugnant intrusion into American domestic life, and an unacceptable effort 
to coerce American foreign policy. The American people will not tolerate this 
dictation.

The Executive Council believes that the imposition of this boycott on Ameri 
cana, American-owned businesses, or on any transactions occurring on American 
territory must end now. We call upon the Congress and the Administration to 
move swiftly to enact legislation and to take such other measures as necessary 
to achieve this goal.
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STATEMENT OF THE MACHINERY AND ALLIED PRODUCTS INSTITUTE
INTRODUCTION

The Machinery and Allied Products Institute (MAPI) is the national research 
organization and spokesman for the capital goods and allied equipment manu 
facturers of the United States. Our statement deals with the antiboycott provi 
sions of H.R. 1561.

Our membership has a vast stake in foreign trade, including substantial trade 
with the growing markets in the Middle East. In 1975, U.S. exports of machinery 
and related equipment totaled $28.5 billion. Of this total, $1.5 billion were exports 
to Arab League markets and $300 million were exports to Israel.1

NATIONAL INTEREST
In his March 1 testimony before the Committee on International Relations, 

Secretary of State Vance pointed out very effectively the potential detrimental 
effects of strong antiboycott legislation, such as that contained in H.R. 1561, on 
U.S. diplomatic efforts toward peace in the Middle East and on trade and finan 
cial relations with the area. We share fully his concerns.

.Apart from the major foreign policy considerations, we believe the bill's 
prohibitions, which would forbid U.S. companies from providing most forms of 
boycott-related documentation, pose great risks in terms of possible substantial 
diversion of Arab business to other industrial countries and diminution of the 
important economic role the United States now enjoys in the Middle East. Secre 
tary Vance recognized these risks in his March 1 testimony by recommending 
"carefully directed legislation combined with diplomatic action" to protect U.S. 
interests. In his prepared statement the Secretary recognized the great difficulty 
in drafting effective legislation in the "refusal to deal" area in particular from 
the standpoint of enforcement, the need to provide companies with clear guidance 
on how to conduct trade in boycott-related situations, and the difficult problems 
posed for firms by the proposed legislation in terms of complying with certain of 
the import requirements of Arab boycotting nations.

The benefits to be gained for the United States (or Israel) from this legislation 
are not clear. As our statement points out, to the extent the Arabs were to 
continue to purchase in the United States if H.R. 1561 were enacted, it appears 
to us that even blacklisted firms would be in a more disadvantageous position 
than they are at present. In the opinion of most observers, Israel will not obtain 
significant relief from the boycott until the Arabs decide to rescind it and this 
is not likely to occur until there is a peace settlement in the Middle East.

Before setting forth our objections to the measure, we want to make clear 
that the Institute's membership, and U.S. business generally, would prefer that 
the boycott of Israel be rescinded. Implementation of the boycott runs counter 
to the thrust of the U.S. Government and other leading trading nations to remove 
restrictive practices which distort trade and investment flows. The boycott also 
adds to the complexity and paperwork associated with business abroad and, as 
a result of the discussion in recent months of company "compliance" with the 
Arab boycott based on a misunderstanding of Department of Commerce reports, 
has resulted in embarrassment for some companies and concern that they might 
be the subject 'of domestic economic retaliation as a result of such "compliance." 
However, we are of the opinion that the boycott will not be withdrawn until 
there is a peace settlement in the area.

1 Growth in exports to Israel does not appear to be Inhibited by the Arab boycott.
(390)
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SOME GENERAL OBSERVATIONS
In its deliberations concerning additional antiboycott legislation, we believe 

the Congress should consider the following:
1. Just a few months ago the Congress, in an unprecedented addition to the 

Internal Revenue Code enacted antiboycott amendments to the Tax Reform Act 
without public hearings or opportunity for public comment. Those extremely 
complex provisions require that specified tax benefits be denied to U.S. taxpayers 
who agree, as a condition of doing business in an Arab boycotting country, to 
refrain from:

Doing business with or in a boycotted country or with the government, 
companies, or nationals of that country;

Doing business with any U.S. person engaged in trade in a country which 
is the object of the boycott;

Doing business with any company whose ownership or management in 
cludes individuals of a particular nationality, race, or religion or to remove 
(or refrain from selecting) corporate directors who are individuals of a 
particular nationality, race, or religion;

Employing individuals of a particular nationality, race, or religion. 
In addition, tax benefits would be lost if the taxpayer agrees, as a condition of 

the sale of a product to a boycotted country, to refrain from shipping or insuring 
that product on a carrier owned, leased or operated by a person who does not 
participate in or cooperate with an international boycott (i.e., a carrier which 
has been blacklisted for violating boycott rules).

2. The U.S. Government has taken action in a number of areas to assure that 
the Arab boycott does not discriminate against U.S. citizens on the basis of race, 
religion, or national origin. Administrative actions include: (a) amendments to 
the Export Administration Regulations which prohibit U.S. exporters and related 
service organizations from taking any action in response to a boycott-related 
request when that request discriminates, or has the effect of discriminating, 
against U.S. citizens or firms on the basis of race, color, religion, sex, or national 
origin; (b) an amendment to the Secretary of Labor's March 10, 1975 memo 
randum on the obligations of Federal contractors and subcontractors with 
respect to employment abroad; and (c) statements from several federal regula 
tory agencies (including the Federal Reserve Board, the Comptroller of the 
Currency, the Securities and Exchange Commission, and the Federal Home Loan 
Board) to the institutions under this jurisdiction against discriminatory prac 
tices. New laws include: (a) anti-discrimination provisions of the International 
Security Assistance and Arms Export Control Act governing employment prac 
tices in connection with the furnishing of military assistance and the Foreign 
Military Sales (FMS) program; and (b) the Equal Credit Opportunity Act which 
prohibits any creditor from discriminating against any credit applicant on the 
basis of race, color, religion, national origin, sex, marital status, or age.

3. Still other U.S. Government actions directed against the Arab boycott in 
clude: (a) the cessation by the Department of Commerce of the distribution 
of trade opportunities known to contain boycott-related conditions; (b) public 
disclosure of reports (except for confidential commercial information) submitted 
by companies to the Department of Commerce concerning boycott-related requests 
which they have received; (c) withholding of Export-Import Bank and Overseas 
Private Investment Corporation (OPIC) support for transactions which include 
boycott-related conditions; and (d) a civil antitrust suit against Bechtel Cor 
poration and four of its subsidiaries for activities related to the Arab boycott.

4. Since no foreign country has taken any action which would have significant 
adverse impact on implementation of the boycott, products representing com 
parable technology to U.S. products or system's are available to the Arab 
boycotting nations from other countries, including communist countries.2

5. The Arabs are, of course, aware that the United States exercises controls— 
in short, boycotts—directly or indirectly against several communist and other 
countries. Although there are important differences between the restrictive trade 
practices employed by the Arabs and those employed by the United States 
in terms of both targets and techniques, neither enjoys any special legitimacy 
under international law. The U.S. indirect controls, particularly those exercised 
by the Treasury under the Trading With the Enemy Act, have important

- This point Is developed more fully In Attachment A, "Availability to Arabs of Arms 
and Other Products From Other Industrial Nations."
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extraterritorial aspects. Whatever these restrictions exercised extraterritorially 
by the United States are called (extended primarily boycotts, secondary boy 
cotts, or other), their manner of implementation is so similar to that of the 
Arab boycott that they would be effectively proscribed if foreign countries 
adopted antiboycott legislation along the lines of that proposed by H.R. 1561.3

6. Although it has been stated in the Congress and elsewhere that many U.S. 
businesses are in favor of strong antiboycott legislation—indeed that they seek 
such legislation in order to be protected from the boycott—we are not aware of 
significant business support for additional antiboycott legislation, even among 
those companies blacklisted. Because of the present uneven enforcement of cer 
tain aspects of the boycott, we understand that some blacklisted companies are 
doing substantial business in a lew of the Arab countries. In other cases, black 
listed companies which might be concerned that they are losing business in Arab 
boycotting countries probably do not believe that strong U.S. antitboycott legisla 
tion will improve their prospects in those countries. While blacklisted and other 
companies might be reluctant to adopt a public position in favor of strong anti- 
boycott legislation because of concern over future prospects for sales in the Arab 
boycotting nations, it is our understanding that the Executive Branch has not 
received significant informal business support for such measures.

7. The United States experienced a merchandise trade deficit of $9.6 billion 
in 1976 and all the forecasts we have seen indicate that it probably will be much 
higher this year. An estimate by a leading New York bank is that the deficit may 
be in the $15-$18 billion range. While U.S. exports to the Arab boycotting 
nations still do not constitute a major portion of U.S. exports, they are substan 
tial. Perhaps more importantly, they have provided an important lift to total 
U.S. exports of goods and services during the last two to three years when most 
of our major overseas markets have been in a recession. As we noted at the 
outset, we believe the bill's prohibitions could adversely affect in a substantial 
way U.S. participation in this large and growing market.

8. In the opinion of most observers of the Middle East, the boycott will not 
be withdrawn until there is a permanent peace settlement in the area. As noted 
earlier, it also is the opinion of most observers, including the Executive Branch 
of the United States Government, that for a number of reasons 1977 offers the 
best opportunity for the negotiation of a peace settlement that has existed for 
many years. The United States is expected to play a major role as mediator in 
those negotiations. Adoption of strong antiboycott legislation, which the Arab 
nations undoubtedly would interpret as an anti-Arab action, could jeopardize 
the U.S. role in those negotiations.

As the above points indicate, the United States already has taken greater action 
than any other country to oppose the Arab boycott. From the viewpoint of the 
Arab nations (and probably others) the distinctions between the Arab boycott 
and U.S. boycotts and restrictive trade practices are not significant. Enactment 
of strong antiboycott legislation by the United States could not only adversely 
affect U.S. exports very substantially but also could compromise the U.S. role 
as an "honest broker" in the coming negotiations toward a permanent peace 
settlement in the region.

IMPACT OF THE BILL IN TEEMS OF THE AKAB BOYCOTT OF ISRAEL 

IMPACT OF THE PROHIBITIONS ON U.S. EXPORTERS *
According to data compiled by the Department of Commerce during the period 

April-September 1976, the most recent period for which data are available, the 
most numerous boycott-related requests received by U.S. exporters 8 were the 
following:

3 See Attachment B. "Boycotts—Ours and Theirs."
4 The bill's prohibitions are described briefly in Attachment C, "The Key Antiboycott 

Prohibitions of H.E. 1561 in Brief."
5 In addition to the 57,690 boycott-related requests reported bv exporters, other export- 

related firms (banks, carriers, etc.) submitted an additional 60,937 reports. Thus, during 
the April-September 1976 period, the Department of Commerce received over 118,000 
reports.
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Restrictive trade requests received 
Carrier or airline is not blacklisted——————————————————————— 16, 966 
Insurance company is not blacklisted—————————————————————— 2, 254 
Goods to be exported are not of Israeli origin and do not contain materials

of Israeli origin _______———————————_——————————————— 29, 828 
Supplier, vendor, manufacturer or beneficiary is not blacklisted nor sister

or mother company of a firm that is blacklisted-——————————_——— 5, 866 
Other _______________________________________—— 2, 776

Total ________________—______———_—_—— 57, 690
With respect to the above boycott-related requests received by U.S. exporters 

from Arab boycotting nations, it appears to us that the bill:
1. Would prohibit certification by V.8. firms that (a) a blacklisted carrier will 

not be used for a shipment to an Arab boycotting country and (6) a black 
listed marine insurer has not been engaged to insure the shipment

If such a prohibition were enacted, the principal effect likely would be orders 
lost by U.S. firms which would be prohibited by law from meeting Arab docu 
mentation requirements. At the same time, no -benefits would be gained by the 
United States since a blacklisted ship will not be permitted to call at an Arab 
port and the owner would not offer the ship for such a voyage. Presumably the 
same situation would be true with respect to marine insurers.

To the extent that the Arab boycotting nations should choose to continue pur 
chases from U.S. exporters, they could select both the carrier and the insurer 
and they might select foreign firms rather than blacklisted or even non-black 
listed firms. We understand that the experience of the marine insurance indus 
try in New York and Maryland, which have enacted antiboycott laws, has been 
that those laws have resulted in the transfer of boycott-related insurance requests 
to foreign-based insurance firms as well as to firms in other states.

Thus it would appear that this prohibition poses substantial risks in terms 
of loss of business for both carriers and marine insurers, as well as exporters.
2. Would prohibit certifications that goods or components thereof were not pro 

duced by blacklisted vendors
Arab requests for certification that the exporter's vendors are not black 

listed are, in our view, the only ones which, in any meaningful way, have the 
potential for disrupting established exporter-vendor relationships. It is our 
understanding that Arab enforcement of the requirement that products pur 
chased not include materials from blacklisted vendors generally has been uneven. 
Since the blacklists are not public documents' and only a few U.S. firms are 
widely known to be blacklisted. U.S. companies generally have been able to attest" 
that, to the best of their knowledge, materials were not purchased from black 
listed vendors. We are concerned that a U.S. legislative challenge to the boycott 
could result in more strict enforcement. Until the boycott is withdrawn, it seems 
unlikely that the Arab boycotting nations would—except in cases of extreme 
need—engage in transactions where they are aware that blacklisted firms are 
involved. In those cases where the Arab nations felt that they needed to pur 
chase U.S. products and there were two or more potential suppliers, they 
could ask potential suppliers to list their principal vendors before placing the 
order.

It should be noted in this connection that while there sometimes appears to 
be a misunderstanding that the Arab boycotting nations will not do business 
with firms that deal with blacklisted firms, we have seen no evidence that their 
interest goes beyond attempting to prevent purchases of products containing 
items manufactured by blacklisted companies. Their interest is of couse to 
prevent a blacklisted company from doing indirectly what it may not do 
directly.

There is a further complication in enacting a law which attempts to shield 
blacklisted companies. It is our understanding that companies may be added 
to Arab national blacklists for reasons that have nothing to do with the boycott 
of Israel—e.g., corrupt practices or other noncompliance with local laws or 
regulations.
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3. Would prohibit U.S. firms from anaicerlng questionnaires and other inquiries 
from Arab boycotting countries concerning their business relationships ivith 
Israel

It is our understanding that this type of inquiry may be sent to a firm by an 
Arab government or company (a) prior to establishing business relationships 
with that firm or (b) in connection with an investigation of an allegation 
that the firm is engaging in activities in Israel which could result in its 
being blacklisted.

With respect to "a," a U.S. prohibition against furnishing information could 
prevent U.S. firms which, for good commercial reasons, do not engage in boy 
cott-proscribed activities in Israel (which is the case for the overwhelming 
majority of U.S. companies) from qualifying for business with the Arab boy 
cotting nations. As to "b" above, the failure of a company to respond to a 
questionnaire is, under boycott rules, an offense that can result in blacklisting 
of the company. Thus, a prohibition on responses to such inquiries could pre 
vent a company from using the only means available to defend itself against 
unfounded allegations—perhaps by a competitor—that it has engaged in pro 
scribed activities in Israel.
Jf. Would prohibit certifications that the products to be exported are not of

IsraeU origin and do not contain materials of Israeli origin
As we understand it, the import regulations of a number of Arab countries 

forbid the importation of products of Israeli origin or products containing ma 
terials of Israeli origin and they require certifications to this effect. While this 
type of "negative" certification is unusual, it is not unusual in international 
trade for importers in various countries to request—and for exporters to provide— 
information concerning the origin of goods for the purpose of duty assessments 
in particular. So far as we know, little or no use is made of IsraeU components 
or materials in U.S. manufacturing but, from the standpoint of the Arabs in their 
worldwide implementation of the boycott, their prohibitions might have meaning 
with respect to prospective purchases from other countries which might be 
importing such items from Israel. We are aware that Secretary of State Vance 
has testified that Saudi leaders have informed him that Saudi Arabia will 
accept a positive certification of origin and that there have been reports that 
certain other Arab countries also are willing to accept such certifications. 
However, we do not believe it is sound public policy to enact into a law appli 
cable to all foreign boycotts a proscription against the efforts of a boycotting 
nation to prevent imports from the target nation. In our view, it is important 
that the exporter know the importer's rules so that the products are accepted 
when they reach the Arab country. (This Arab requirement is well known in 
the United States, but other boycotts may arise.) Admittedly the Arabs could 
accomplish this purpose in other ways—a notice to the exporter, for example, 
instead of a request for a negative certification—but the result would be the 
same—products of Israeli origin would not be admitted.

IMPACT OP EXTENDING THE PROHIBITIONS TO U.S.-CONTROLLED FIRMS ABROAD

The extension of the prohibitions and reporting requirements to foreign firms 
"controlled" by U.S. firms would:

1. Almost certainly lead to conflicts with foreign governments (and foreign 
shareholders and/or coowners) as a result of a further intrusion of U.S. law 
into matters affecting local business and foreign policy. Since no other major 
foreign country has taken any significant action against the boycott, such a 
U.S. law undoubtedly would be challenged by foreign governments when its 
prohibitions prevented local U.S.-controlled firms from accepting orders with 
substantial economic and/or foreign policy implications for the host country ;

2. Increase the already complex problems of company compliance with U.S. 
antiboycott laws and regulations (including, among others, the antiboycott 
amendments to the Tax Reform Act which extend to U.S. affiliates abroad) ; 
and

3. Increase substantially the reporting burden for U.S. firms (and their 
foreign affiliates).



395

CRITIQUE OF HOUSE COMMITTEE ON INTERNATIONAL RELATIONS' STATEMENT OF 
ANTJBOYCOTT OBJECTIVES IN REPORT ISSUED LAST TEAR

In its report last September on H.R. 15377, the Committee on International Re 
lations set forth objectives in acting on the antiboycott provisions of that bill. 
The report states that the Committee does not intend or expect to end the direct 
economic boycott against Israel by Arab nations. The report then states:

''It [the Committee] does hope, 'however, to end American complicity in this 
foreign boycott, to restore and preserve the freedom of Americans to do business 
abroad without foreign pressures and dictates, and to reduce somewhat the boy 
cott's impact upon Israel by extracting American firms from the boycott's web. 
Most importantly, perhaps, this provision will end discrimination by Americans 
and American firms against each other caused by foreign demands." e 

We want to address each of these objectives.
"End American Complicity in the Aral) Boycott".—Although "complicity" is 

not defined, presumably it refers to (1) reports submitted by American firms to 
the Department of Commerce indicating that they have supplied information 
and/or certification sought by the Arab boycotting nations and/or (2) the un 
willingness of some U.S. firms to invest in Israel, or engage in other boycott- 
proscribed activities in that country, because of concern that they might then be 
blacklisted and thus barred from commercial relations with certain Arab nations. 
As our discussion has indicated, it seems very unlikely that (1) the United States 
can deny the Arab boycotting nations the information and certifications they 
seek without a very substantial loss of business to other industrial nations and 
adverse impacts on U.S. diplomatic efforts, and (2) most firms interested in 
pursuing business with Arab boycotting nations will engage in investments or 
other boycott-proscribed activities in Israel until the boycott is rescinded.

With respect to the reports submitted by companies to the Department of 
Commerce, it should be noted that "compliance" does not mean that a company 
has taken 'any action against Israel or another firm.7 On the other hand, a com 
pany which has never even received a boycott-related request which is reportable 
to the Department of Commerce might be wary of engaging in boycott-proscribed 
activities in Israel.

"Restore and Preserve the Freedom of Americans To Do Business Abroad 
Without Foreign Pressures".—To the extent that this statement refers to the 
impact on the Arab boycott on U.S. exporters and on U.S. firms which might have 
commercial reasons to invest or engage in other boycott-proscribed activities in 
Israel, it would appear to be a restatement of the first point concerning American 
"complicity" in the Arab boycott. If the statement refers more generally to the 
freedom of Americans to d'o business abroad, including business transacted 
through foreign affiliates of U.S. firms, in our judgment that freedom is more 
circumscribed by U.S. export and transaction controls than by the Arab boycott 
or other foreign pressures.8

"To Reduce Somewhat the Boycott's Impact Upon Israel By Extracting Amer 
ican Firms From the Boycott's WeV.—As our discussion has indicated, to at 
tempt to assist Israel through legislation such as H.R. 15377 (in the 94th 
Congress) or H.R. 1561 could be extremely costly for the United States and 
almost certainly would not achieve even a portion of its objective. To the extent 
that the boycott's "web" may be damaging Israel, it is the Arabs' practice, as 
a general matter, not to have dealings with firms which invest or engage in other 
specified activities in Israel. It is the opinion 'of the Executive Branch and most 
other observers of the Middle East that the Arab boycotting nations will not 
relenit on this point until there is a peace settlement in the region.

In our view assistance to Israel should continue to be extended in ways in 
which the Cost is more measurable. In this connection it should be noted that 
U.S. assistance already is substantial. During the three fiscal years 1974-76, the 
United States extended assistance (loans, credits and guarantees) to Israel 
totaling slightly over $6 billion and $1.8'billion .is programmed for fiscal year 1977. 

"End Discrimination By Americans and American Firms Against Each Other 
Caused By Foreign Demands".—While this is a worthy objective .which we all

6 Report No. 94-1469, House of Representatives, 94th Congress, 2d Session, September 2, 
1976. • •

7 For a more detailed discussion of the matter of "compliance," see Attachment D, 
" 'Compliance' With Boycott-Related Requests.".

8 See Attachment B, "Boycotts—Ours and Theirs."
87-231—77———26
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share, our previous discussion of the prohibitions of H.R. 1561 suggests practical 
implementation poses problems. To summarize, we cannot see what is to be 
gained by the United States by requiring thalt U.S. firms not:

Refrain from doing business with blacklisted carriers and marine insurers 
when the carrier probably will not be permitted to visit an Arab port and the 
Arabs, if they so desire, could select both the 'carrier and insurer and might— 
as the experience of the marine insurance industry suggests—select foreign firms 
rather than blacklisted or even non-blacklisted U.S. firms.

Refrain from doing business with 'blacklisted vendors when (1) there is scant 
evidence that this generally pro forma Arab requirement is having any signifi 
cant 'adverse antitrust or other impact on U.S. manufacturer-vendor relation 
ships, (2) such a provision could result in 'baseless allegations and would be 
difficult, if not impossible, to enforce, and (3) the Arabs, when they choose to 
continue purchases in the United States, could ask potential U.S. suppliers to 
identify their vendors in advance of placing an order.

OUR VIEWS CONCERNING H.R. 1561
We repeat our conviction that the proposed legislation is not in the U.S. 

national interest. As we indicated at the outset and believe that our discussion 
has documented, most of the prohibitions in the bill probably would result in 
more adverse effects on U.S. businesses, including blacklisted firms, than exist 
at present.

ANTI-DISCRIMINATION PROVISIONS

The reports concerning receipt of boycott-related requests submitted by com 
panies to the Department of Commerce show little evidence of racial or religious 
motivation in implementation of the boycott and the United States has taken a 
number of actions to ensure that the boycott does not result in discrimination 
on the basis of race, religion, nationality, etc. However, it may be desirable to 
put the anti-discrimination provisions of the Export Administration Regulations 
on a firmer statutory basis. Thus we endorse in general the two prohibitions in 
H.R. 1561 which relate to discrimination against U.S. persons on the basis of 
race, religion, or national origin.

However, since the provisions relating to discrimination (and particularly the 
prohibition against furnishing information with respect to race, religion, etc.) 
could prevent U.S. firms and individuals from complying with national laws reg 
ulating the admission of individuals into their own territory, we recommend 
that those provisions be qualified. We believe that the Committee should adopt 
language along the lines of itlie informal conference committee proposal of Octo 
ber 1976 (and which is included in S. 69) which would provide an exception to 
the prohibitions for compliance by an individual with the immigration or passport 
requirements Of any country.

"REFUSAL TO DEAL" PROVISIONS
We believe the prohibitions with respect to refraining from doing business (1) 

with or in a boycotted country and (2) with other persons, if retained at all, 
should be modified. With respect to the former, the boycott rules do not forbid 
companies to engage in normal export trade with Israel. Further, unless the Arab 
boycotting naltions rescind the boycott, enactment of this legislation will not 
dissuade most companies interested in sales to Arab markets ifrom refraining 
from investing Or engaging in other boycott-proscribed activities in Israel. With 
respect to "other .persons," extensive hearings held in the Congress over the past 
two years Wave produced scant evidence th'at the boycott rules are having any 
significant adverse antitrust or other impact on U.S. manufacturer-vendor rela 
tionships. As drafted, these "refusal to deal" 'Prohibitions in the bills could result 
in numerous allegations which would be difficult to prove and, because of the 
possibility of such allegations, might deter some companies from accepting busi 
ness with Arab .boycotting nations. In addition, if such prohibitions were enacted, 
as former Secretory of the Treasury Simon has pointed out, some companies 
might make general use of non-blacklisted firms (vendors, insurers, carriers, 
etc.) in connection with all their overseas operations in order to avoid allega 
tions of refusals to deal when a transaction with an Arab boycotting country is 
involved. Thus, these "refusal to deal" provisions would not only be difficult, if 
not impossible, to enforce tout also could result in further damage to blacklisted
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firms.* If prohibitions with respect to refraining from doing business with a boy 
cotted country and with Other persons are retained, to avoid the difficulties just 
described they should foe narrowed so that they apply only to agreements to 
refrain from such activities.

PROHIBITIONS AGAINST FURNISHING INFORMATION

The Export Administration Regulations now prevent U.S. persoas from fur 
nishing information in response to a boycott-related request when that request 
discriminates, or has the effect of discriminating, against U.S. citizens or firms 
on the basis of race, color, religion, sex, or national origin.

As our statement has explained, further restrictions on furnishing information 
would result in (1) preventing firms which, for purely commercial reasons, 'have 
no business relationships with Israel from qualifying for business with Arab 
boycotting nations and (2) making it more difficult for firms to defend themselves 
against unfounded allegations that they 'have engaged in 'activities in Israel 
which could result in their being blacklisted.

MATTERS WHICH SHOULD BE INCLUDED IN AMENDMENTS TO THE 
EXPORT ADMINISTRATION ACT

Amendments to the Export Administration Act should include:
Provisions for the federal preemption of state 'laws directed against foreign 

boycotts. Over the past year, several states—including the important indus 
trial states of California, Illinois, New York, and Ohio—have enacted laws 
directed against the Arab boycott of Israel. The provisions of these laws 
very greatly and in some cases go well beyond federal law and regulations in 
preventing "compliance" with the Arab boycott. If the American response 
to the boycott is not to result in geographic discrimination among U.S. busi 
nesses, amendments to the Export Administration. Act must clearly preempt 
state law in this area. Persuasive testimony concerning the diversion of 
cargo from New York City to dfcher ports as a result of New York State's 
antiboycott law was presented in Senate hearings last month by representa 
tives of New York-based business organdaaJtions.10

The existence of these varying state laws also adds to the already heavy 
legal burden of compliance with federal tax regulations and the Export 
Administration Regulations.

Statutory guidance \vhich would reduce substantially present reporting re 
quirements under the Export Administration Act. During the six-month 
period, April-September 1976, the Department of Commerce received over 
118,000 reports, an annual rate of almost 240,000, and has committed substan 
tial resources to administration of the reporting system. The reporting system 
Is generating paperwork for industry and government out of all proportion 
to its benefits to government.

CONCLUSION
•We believe it would be detrimental for U.S. interests to attempt to legislate 

against the Arab boycott beyond present law and measures we have endorsed. 
To the extent that there are other aspects of the boycott which the Congress be 
lieves are having realistically avoidable adverse effects on the United States, in 
our view those matters should toe handled through diplomacy. The United 'States 
will 'have substantial equity in its role as mediator in Middle East negotiations 
and it should' be possible to work out modifications of certain aspects of 'boycott 
implementation which would not impair the Arab's primary objective of boycot 
ting Israel.

In addressing the Arab boycott issues the Congress must, in our view, give 
more searching examination than has been given to date concerning (1) those 
features of the Arab boycott which might have significant adverse impact in the

9 The difficulties of "refusal to deal" provisions are discussed In more detail In Attach 
ment E. "The Problems With Prohibiting All 'Compliance' with Foreign Boycotts and 
With 'Refusal to Deal' Provisions."

w See In particular the Statement of The New York Chamber of Commerce and Indus 
try on the Export Administration Act Extensions before the Subcommittee on Interna 
tional .Finance, Senate Committee on Banking, Housing, and Urban Affairs, February 22, 
197T.
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United States and (2) the limits on the United States ability to effectively change 
boycott practices. Most of the debate about -the boycott appears to involve form 
rather than substance, and if some of tliese questions are indeed important to 
the United States perhaps changes could be negotiated with respect to boycott 
implementation to accommodate the objections. For example, to enforce their 
prohibition against blacklisted1 vessels calling at Arab ports, the Arabs do not 
need to receive a certification that a blacklisted carrier will not be engaged for a 
particular transaction. Whether a certification is requested or not, one may as 
sume that the cargo will not be placed on a blacklisted vessel because the Arab 
boycotting nations' prohibition against blacklisted vessels is well known. Simi 
larly, a certification that the marine insurer is not blacklisted also would not be 
needed, 'but one may presume the Arabs would refuse to have cargos insured by 
blacklisted marine insurers.

We hope that these hearings and others to be held in this session of Congress 
will help to "clear the air" with respect to participation by U.S. businesses in 
Middle East trade. In this connection, we strongly endorse Secretary Vance's 
statement in his testimony before the Committee that, "We need to provide our 
companies with clear and realistic guidance on how to conduct trade in boycott- 
related situations." We are concerned that, for reasons set forth below, some 
companies, particularly smaller companies, may be deterred from participating 
in Arab markets:

In December 1975 the Department of Commerce stopped distributing within 
the American business community trade opportunities known to contain 
boycott-related conditions. While it can 'be argued on theoretical grounds 
that it is not appropriate for the U.S. Government to disseminate such doc 
uments, in our view the most likely practical effect is to deny information 
concerning trade opportunities in Arab boycotting countries to smaller U.S. 
Companies, the companies least likely to "comply" with the Arab boycott rules 
lagainst investment, etc., in Israel because they would not have the where 
withal for such activities in the first place. Large U.S. and foreign companies 
•are more likely to have direct sales representation in the Arab states or other 
means to learn of the trade opportunities.

There is widespread public misunderstanding of the meaning of the com 
pany reports concerning receipt of boycott-related requests which are dis- 
'closed by 'the Department of Commerce. It appears to be widely believed, 
erroneously, that all reporting companies have "complied" with the boycott 
in the sense of taking some affirmative action detrimental to Israel or other 
U.S. companies.11 There also have been suits between private parties on 
'boycott-related issues and numerous shareholder resolutions which involve 
boycott-related matters have been offered. While it is certainly the right of 
U.S. citizens to oppose trade with any foreign country or group of countries, 
these actions suggest that companies engaging in trade with Arab boycotting 
nations may encounter unusual difficulties in addition to those posed by the 
U.S. Government.

•A plethora of complex regulations have been issued under the Export Ad- 
iministration Act and the Tax Reform Act, the interpretation of which is 
beyond the internal resources of many companies.

Extensive and overlapping reporting requirements under both the Export 
Administration Act and the anti-boycott provisions of the Tax Reform Act 
pose additional burdens for companies doing business in Arab boycotting 
countries.

'Since certain issues posed by the boycott do not appear to be well understood 
by the media, the public, and some members of Congress, in January 1977 the 
Institute published "Myths and Realities of the Arab Boycott of Israel." This 
publication, a copy of which is attached, deals with certain aspects of the Arab 
boycott on which, based on our review of media treatment of these matters and 
congressional documents, there still exists considerable misunderstanding. Certain 
of these matters have been discussed in this statement and in attachments previ 
ously cited1.

We greatly appreciate the opportunity to present our views to this distinguished 
Committee and offer our services if we can be of further help.

11 See Attachment D, " 'Compliance' With Boycott-Related Requests."
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(The Machinery and Allied Products Institute also submitted additional in 
formation in the form of attachments regarding: Availability to Arabs of Arms 
and Other Products From Other Major Trading Nations; Boycotts—Ours and 
Theirs; The Key Antiboyeott Prohibitions of H.R. 1561 in Brief; "Compliance" 
With Boycott-Related Requests; and The Problems With Prohibiting All "Com 
pliance" With Foreign Boycotts and With "Refusal To Deal" Provisions. These 
attachments are on file with the Committee.)



APPENDIX 19

LETTER FROM JOHN C. DATT TO CHAIRMAN ZABLOCKI SUBMITTING THE 
VIEWS OF THE AMERICAN FARM BUREAU FEDERATION

FEBRUARY 24, 1977. 
Hon. CLEMENT J. ZABLOCKI,
Chairman, Committee on International Relations, U.S. House of Representatives, 

Washington, D.C.
DEAR MR. CHAIRMAN : We understand that your Committee will hold hearings 

on H.'R. 1561 extending and revising the Export Administration Act, 'beginning 
March 1.

'On January 12, 1&77, at the annual convention of the American Farm Bureau 
Federation in Honolulu, Hawaii, the official voting delegates of the member State 
Farm Bureaus adopted the following policies concerning the application of export 
controls to U.S. agricultural commodities :

ACCESS TO MARKETS

'"If not restricted by government controls, American farmers will continue to 
meet the food needs of the nation and a large portion of the world. Embargoes and 
moratoriums on agricultural exports will only inhibit food production and an 
tagonize foreign customers. Such controls will contribute to a U.S. balance-of- 
payments deficit, foster inflation, and reduce our ability to purchase needed 
products, such as petroleum, which are in short supply here.

"We vigorously oppose all governmental restrictions on the sale of agricultural 
products in world markets. (Italics added.) Agricultural exports must not be 
held hostage in the name of political expediency or foreign policy. Decisions af 
fecting agricultural exports should be made with full participation by fanners 
and the Secretary of Agriculture. Such decisions must not be made by labor lead 
ers or government agencies, such as the Department of State, which are pri 
marily interested in foreign policy considerations."

AGRICULTURAL EXPORTS

'"During the past few years, the government on several occasions imposed em 
bargoes or restrictions on agricultural exports. In some cases decisions in agri 
cultural export policies have shifted from the U.S. Department of Agriculture 
to the U.S. Department of State and to organized labor. Farmers deeply resent 
the actions taken by their government restricting export markets. These actions 
have:

"(1) Damaged farmers' confidence in their government.
"(2) iSeriously tarnished the reliability of the United 'States as a supplier of 

food and fiber in foreign markets and raised questions of how committed the 
United States is to a policy of freer trade.

"(3) 1 Forced foreign buyers to secure from other suppliers products which 
could have been purchased from the United States if expanded controls 'had not 
been in effect.

"'(4) Made agricultural exports a pawn in the game of international diplomacy 
and subject to manipulation by organized labor. When agricultural exports are 
used in this way, it can 'be costly to producers and consumers.

"We will:
"(1) Oppose any proposal to limit or control exports of U.S. agricultural com 

modities except where national security clearly requires such action. (Italics 
added).

"(2) Develop a plan of action, including legal action if deemed necessary, to 
strongly oppose restraints and controls on agricultural exports and seek assur 
ances from the Administration and legislation from the Congress that agricultural 
exports will not be restricted....
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"(6)_ Emphasize that American grain is the private property of farmers or the 
grain -trade until sold and not public property to "be used toy government or labor 
to advance their particular interests or causes...."

BALANCE OF PAYMENTS

"The continuation of a high level of agricultural exports is essential to avoid 
balance of payments problems. „

"Increased commercial sales of U.S. agricultural commodities in world markets 
have shifted our national trade balance from a deficit to a surplus. A large surplus 
in our agricultural balance of trade has more than offset the negative balance 
of trade in the industrial sector, including the greatly increased cost of imported 
oil.

"Any effort to restrict agricultural exports will endanger the economic health 
of our country . . ." (Italics added.)

The long-run result of government interference with agricultural exports will 
be a loss of hard won markets. 'Foreign buyers confronted by broken sales con 
tracts have lost faith in the dependability of the United States as a source of sup 
plies. This loss of confidence in the U.S. market has stimulated investments in 
other countries to develop alternative sources of supply. For example, Japanese 
investments since the 1973 embargo have stimulated soybean production in Brazil.

•Export controls involve the compulsory allocation of supplies by government. 
Government cannot regulate prices or the distribution of supplies as well as the 
marketplace. Government imposed export controls are an instrument for politiciz 
ing foreign trade policies. Such trade policies make it impossible for our country 
and others to gain the full benefits inherent in mutually advantageous trade con 
ducted with a minimum of market interference.

'Farmers and ranchers cannot be expected to maintain full production of any 
commodity in the absence of free access to the world market for that commodity. 
It is, therefore, imperative that the government give farmers and ranchers con 
crete assurance prior to planting time that export control; embargoes, or mora 
toriums will not be applied during the crop year.

In conclusion, we would like to submit the following comments on two amend 
ments which have been included in H.R. 1561.

'(1) We support the apparent objective of the amendment to exempt foreign- 
owned products from export controls; however, we do not think it represents a 
desirable approach. Our main concern is that this amendment implicitly assumes 
that we are going to have export controls on agricultural commodities, and we are 
opposed to any such controls that are not clearly required toy national security.

'(2)' We also support the apparent objective of the amendment which would 
(a) require the President to immediately report the prohibition or curtailment of 
agricultural exports to the Congress, setting forth his reasons in detail for such 
actions, and (b) allow Congress to disapprove such prohibition or curtailment 
within thirty days of receipt of the report t>y means of a concurrent resolution; 
but, here again, we would prefer a different approach. We are concerned because 
this amendment indicates that the curtailment of agricultural exports may be 
acceptable in some instances where such action is not clearly required by national 
security.

'(3)' We do not believe that these amendments provide adequate assurance to 
importing nations to restore their confidence in our reliability as a supplier of 
agricultural products. We, therefore, urge the Committee on International Rela 
tions to delete all provisions of the Export Administration Act that have been, 
or could be, used as authority for imposing export controls on agricultural com 
modities, except where national security clearly requires such action.

We would appreciate your making this letter a part of the record. 
Sincerely,

JOHN C. DATT, 
Director, Washington Office.



APPENDIX 20
QUESTIONS SUBMITTED BY Hpx. LARKY WINX, Jn., AXD RESPONSES BY 

THE DEPARTMENT OF STATE
CONGRESS OF THE UNITED STATES,

HOUSE OF REPRESENTATIVES, 
Washington, D.O., March 2, ^977. 

Sir. DAVID T. MORRISON, 
Room 4222 NEA/RA, 
Department of State, 
Washington, D.C.

DEAR MR. MORRISON : The Administration on February 22, 1977 announced a 
Presidentially-directed "Intensive Review of the LMFBR Program." The review, 
according to the ERDA Press Release (No. 77-38), in part is in response to 
"serious questions * * * about the LMFBR technology and the structure of the 
current LMFBR program," because "the energy potential of this option must be 
weighed against the safety questions associated with the LMFBR and the dangers 
of nuclear proliferation from plutonium reprocessing needed by LMFBRs.".

Robert Fri, Acting ERDA Administrator, in the press conference on February 
21 announcing the FY 1978 Revised ERDA Budget Request and the LMFBR 
Review, was asked to clarify the statement about "dangers of nuclear prolifera 
tion" in the review announcement. He indicated that the statement is a reference 
to the nonproliferation review which, the State Department is leading. Mr. Fri 
also stated that that review is considering how and whether reprocessing should 
take place here and internationally, and that the nature of that decision does 
have a direct impact on the breeder program. As a result, the phasing (structure.) 
of the program could not be determined until the President's nonproliferation 
policy review was complete, and there was a decision on reprocessing and, per 
haps, a reprocessing evaluation program..Mr. Fri, at that time, did not know if 
other-agencies would participate in the LMFBR review. But, it was apparent 
from his answers that the nonproliferation review, in fact, is the key element 
in the LMFBR review. . . .
. In response to further press questions on February 21 and in subsequent testi 
mony as: a -witness, before the House Science and Technology Committee on 
February 22, Mr. Fri made it clear that the LMFBR 'program generally is in 
a "holding pattern" as a result of the review, and; the Clinch River Breeder 
Reactor (CRBR) project effectively "is in limbo" with no major new commit 
ments, including construction, pending completion of the review. It, therefore, 
is apparent that the LMFBR program and the CRBR project right now are being 
negatively impacted by the nonproliferation review, and further that the program 
has been tied directly to the nonproliferation issue. • . • •'. •.

(JL) Why has the Administration made this direct tie of the LMFBR program 
to nonppoliferation?..-. .............. . . - . .. ,
,..-(2) Isn't it. premature and unwise to. stop our domestic R & D programs until 

we have a much better understanding of the domestic and international realities 
of nonproliferation initiatives—which may take a.year or. more? . >., . . •

(3) How has this nonproliferation-motivated. impact on the LMFBR been 
balanced against our long-range domestic and international energy policies?

(4) Assuming the direct tie of LMFBR and the nonproliferation review, how 
has the review been structured to take into account the energy policy importance 
of the LMFBR?

(5) How does the nonproliferation review avoid the potential result of the 
"nonproliferation tail wagging the energy dog?"

(6) How does the nonproliferation review take into account the major energy 
consideration of maintaining a viable domestic nuclear industry, and ensuring 
that our nuclear research, development and demonstration program moves with 
sufficient speed to establish both the technology and the institutional framework, 
including an industrial base for advanced reactors?
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(7) Until we are absolutely certain that any unilateral, domestic, nonprolifera- 
tion action at this time will be successful internationally, isn't it in our best 
national interest to continue to proceed aggressively in developing the domestic 
energy options we need to support our domestic and international energy policies 
and to maintain options for future nonproliferation negotiations.

(8) Since it is clear that we are in a period of markedly increased focus on 
nonproliferation, why shouldn't we recognize this as a period of change and 
avoid major dislocations in our ongoing programs, such as has been imposed on 
LMFBR, until our policies have matured?

(9) Mr. Ford concluded that the reprocessing evaluation program was a 
necessity in order to properly define technological and institutional options and 
requested a $55.8 million supplemental appropriation for ERDA to fund it. The 
Administration on February 17,1977 failed to support that request. In the absence 
of the results of that program, both technical and institutional, how can we make 
any informed and intelligent decision on reprocessing, on nonproliferation initia 
tives and on reformulation of the LMFBR/CRBR program?

(10) How was the decision made within the Administration to tie the LMFBR 
program to the Presidential nonproliferation review? What agencies and execu 
tive offices were involved, and what specifically was the role of the State Depart 
ment in this decision? What is or will be the role of the State Department in 
the LMFBR review by ERDA?

I will appreciate your providing me with answers to the above questions so 
that I may make them part of the record. 

Your cooperation in this matter is appreciated. 
Most sincerely,

LARKY WINN, Jr., 
Member of Congress.

DEPARTMENT OF STATE, 
Washington, D.C., llaroU 30,1977. 

Hon. LARKY WINN, Jr. 
Souse of Representatives.

DEAR MR. WINN : Your letter of March 2, 1977 to Mr. David Morrison, con 
cerning the implications of the President's nonproliferation policy review for 
the US LMFBR program, has been referred to my office for reply. The questions 
you have included in your letter raise valid issues with respect to the relation 
ship between nonproliferation and the LMFBR program. However, concerned 
executive branch agencies have not examined these issues in sufficient detail to 
provide you with specific responses. But perhaps a few general comments would 
be useful to you at this juncture.

I should first like to note that this administration's concern with worldwide 
nuclear proliferation stems in large measure from the inevitable linkage that 
exists between access to weapons-usable material and acquisition of the weapons 
themselves. Regrettably, the same plutonium that can be recycled and used to 
generate additional nuclear power, can also be used to make explosives. Hence, 
our obligation not to permit potential nuclear weapons material to proliferate 
over the globe must take into account the risks attendant to the sensitive nu 
clear technologies such as reprocessing and to future fuel cycles such as the 
fast breeder which produces plutonium and requires reprocessing.

Because of the inter-relationship that exists between actions we take with 
respect to our domestic nuclear programs and those nonproliferation con 
straints we are and will be seeking internationally, we must insure that a pru 
dent balance is struck between the two to minimize any perceived inconsistencies.

The presidentially-directed review of our nonproliferation policies does not 
recommend any position on the breeder either domestically or internationally, but 
merely points out that the IMFBR should be considered along with other poten 
tial fuel cycles when the United States and other nations weigh their energy and 
nonproliferation choices. I can assure you that the U.S. examination of this 
issue will take fully into account the necessity of maintaining a viable domestic 
nuclear energy industry in the decades ahead. 

Sincerely,
DOUGLAS J. BENNET, Jr., 

Assistant Secretary for Congressional Relations.
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